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INTRODUCTION 
For  the  European  Union,  1995  opened with  its 
enlargement to  three  new  Member  States:  Aus-
tria, Finland and Sweden. This new Union of 15 
reiterated throughout the year its determination 
to respond to the essential questions facing con-
temporary society both inside and  outside  the 
Community, and confirmed its wish to press on 
with the realisation of the objectives set out in 
the Treaty on European Union. 
In  the hope of promoting balanced and sustain-
able economic and social growth,  the European 
Council  confirmed unequivocally that the  third 
stage  of economic  and  monetary union  would 
begin on  1 january 1999 and decided that the 
single currency was to be called the 'euro', and it 
adopted  a  scenario  for  the  changeover to  that 
currency;  it  firmly  resolved  to  mobilise  every 
possible means of combating unemployment ef-
fectively,  taking the view  that job creation was 
the  principal  social,  economic  and  political 
objective of the Union and its Member States. 
The  Community  institutions  and  the  Member 
States  have  used  their  best  endeavours  to  re-
spond  to  citizens'  legitimate  expectations.  The 
operation  of the  internal  market,  the  manage-
ment of the reform of the common agricultural 
policy, the accelerated progress in the sectors of 
transport,  energy,  telecommunications  and  re-
search and technological development, the con-
solidation of progress in the new areas covered 
by  the  European  Community  and  intergovern-
mental  cooperation  demonstrate  the  desire  to 
bring policies closer to the citizen and to make 
further advances in combating social exclusion. 
The year 1995 was characterised by the consoli-
dation  of the  institutional  reforms  introduced 
by the Treaty on European Union. 
Enlargement of the Union is at one and the same 
time a  political  necessity and a  historic oppor-
tunity  for  Europe  which,  by  guaranteeing  the 
stability and security of the continent, offers not 
only the applicant countries but also the exist-
ing  members of the  Union  fresh  prospects for 
economic  growth  and  general  well-being.  The 
European  Council  meetings  in  Cannes  and 
Madrid  confirmed  that negotiations for  the ac-
cession  of  Malta  and  Cyprus  would  begin  six 
months after the  conclusion of the  1996 Inter-
governmental Conference, in the light of its out-
come. With regard to the associated countries of 
central and eastern Europe, including the Baltic 
States  (hereinafter  referred  to  as  CCEE),  the 
Madrid  European  Council  expressed  the  hope 
that the initial phase of the negotiations would 
coincide  with  the  opening  of the  negotiations 
with Cyprus and Malta. 
Respect for  and protection of human rights  re-
main the foundation of the Union's  policy both 
within  the  Union  and  in  its  relations  with  the 
rest of the world. Taking human rights as a ma-
jor  plank  in  its  common  foreign  and  security 
policy, the Union has continued its action vis-a-
vis countries where serious violations of demo-
cratic principles and of human rights persist. 
The  constant  priority  the  Union  gives  to  its 
neighbours is  evidenced by the geographic and 
thematic  scope  of its  external  action,  be  it  in 
former  Yugoslavia  or  the  Middle  East  peace 
process. just as constant is  the Union's wish to 
make  a  timely  contribution,  both  in  other  re-
gions of the world, such as Africa in particular, 
and  with  respect  to  international  issues  of 
concern.  The  crisis  in  former  Yugoslavia  con-
tinues  to  give  the  European  Union  the  gravest 
concern  in  view  of  the  very  serious  threat  it 
0 •  Progress achieved by the European Union  1995 • 
poses  to  peace  and  stability  on  the  European 
continent and the unacceptable human suffering 
it engenders. 
In  the  context  of the  50th  anniversary  of the 
United Nations Charter, the Union solemnly reaf-
firmed its attachment to the aims and principles 
of the charter and repeated its commitment to 
the  ideals  and  action  of  the  United  Nations 
Organisation;  it also  recalled  the  Union's  readi-
ness - as by far and away the major financial 
donor, the prime contributor of troops to peace-
keeping operations and the main donor of mul-
tilateral development and humanitarian aid- to 
maintain its support for the organisation. 
On  the occasion of the  20th anniversary of the 
signing of the Helsinki Final Act,  the Union reit-
erated  its  conviction  that  the  Organisation  for 
Security and Cooperation in  Europe  (OSCE),  the 
only organisation bringing together all European 
States  and  the  United  States  and  Canada,  was 
capable of playing a  significant role  in building 
a united, stable and secure Europe, and restated 
its intention of making an active contribution to 
strengthening the OSCE. 
On  the 40th anniversary of the Messina Confer-
ence, the European Parliament, the Council and 
the  Commission  adopted  a  solemn  declaration 
of  the  European  Union  saluting  the  progress 
made over these 40  years and urging continu-
ation of these efforts with  the  same  determin-
ation,  particularly with an eye to the forthcom-
ing  Intergovernmental  Conference  on  the  revi-
sion of the Treaty.  With  respect to  this  reform 
process,  the  Madrid  European Council  received 
with keen interest the report from the reflection 
group set up in preparation for that conference 
and, having asked the Council to consult the Eu-
ropean  Parliament  and  the  Commission  pur-
suant to Article N of the Treaty, agreed that the 
conference should begin its work under the Ital-
ian Presidency at a formal inaugural meeting on 
29  March  1996 in Turin. •  Progress achieved by the European Union  1995 • 
I.  INTERNAL  POLICIES 
A.  General economic situation 
and progress towards economic and 
monetary union 
The year 1995 was the second consecutive year 
to show an upturn in economic activity after the 
recession  in  1992  and  1993,  despite  a  slight 
slowdown in growth over the year. The increase 
in the Community's GOP  in  1995 was estimated 
at some 2. 75  %,  practically the same level as the 
previous  year.  The  employment  situation  is 
mending  slowly:  following  a  record  unemploy-
ment level of 11.4 % in the spring of 1994, the 
figure  of 10.5 % was achieved in the autumn of 
1995. 
prerequisite for attaining the goal, laid down in 
the Treaty,  of the  creation of a  stable  uniform 
currency. 
Under the scenario adopted, the Council,  meet-
ing at Heads of State or Government level,  will 
confirm as soon as possible in 1998, on the ba-
sis of the most recent and reliable data for 1997, 
which Member States fulfil  the necessary condi-
tions for changeover to the single currency. 
The scenario also provides for: 
•  completion, by the end of 1996 at the  tat-
The increasing convergence towards stability of  est,  of the technical  and  preparatory work 
prices recorded in 1994 was confirmed in  1995.  for  a  Council  regulation  establishing  the 
The  inflation  rate  in  the  Community  is  ap-
proaching 3 %.  With  regard to the development 
of  long-term  interest  rates,  the  fall  observed 
since 1990, which had halted in 1994, continued 
last year. The economic upturn and the budget-
ary measures taken  in  the Member States have 
enabled the reduction of public deficits initiated 
in  1994 to be  continued.  Nonetheless,  the  rate 
of adjustment  is  still  inadequate  for  the  pur-
poses  of the  budget  convergence  criteria.  The 
ratio between public debt and GOP  continued to 
increase and has reached almost 71  %in 1995. 
As  part of the preparation for the third stage of 
monetary  union,  the  Madrid  European  Council 
took important decisions on the features of the 
transition  to  a  single  currency.  It  adopted  the 
scenario for  the introduction of the single cur-
rency, confirmed equivocally that the third stage 
of  EMU  would  begin  on  1  January  1999  and 
decided  that  the  European  currency  would  be 
called  the  'euro'.  It  also  confirmed  that  a 
high  level  of  economic  convergence  was  a 
legal framework for the use of the euro; 
•  monetary- policy  to  be  defined  and  con-
ducted in euro as from 1 january 1999; 
•  issue  of the  new  tradeable  public debt by 
Member  States  participating  in  the  euro 
area as of the same date; 
•  encouragement  to  be  given  to  use  of  the 
euro in the foreign exchange markets; 
•  circulation of euro banknotes and coins by 
1 January 2002 at the latest. 
The  Madrid  European  Council  also  established 
the need to ensure that, after moving to Stage 3, 
public finances are kept on a sound track in line 
with  Treaty  obligations.  It  noted  with  interest 
the  Commission's  intention  of  presenting  in 
1996  its  conclusions  on  appropriate  mech-
anisms in  accordance with the  procedures and 
principles of the Treaty. 
The  Madrid  European  Council  also  asked  the 
Ecofin  Council  to  study,  in  cooperation  with 
the  Commission  and  the  European  Monetary 
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Institute, the range of issues raised by the fact 
that some countries may not initially participate 
in the euro area. 
With  the  objective  of monitoring economic  de-
velopments in  the Community and formulating 
policies  with  the  twin  aims  of  job-creating 
growth  and  the  achievement  of economic  and 
monetary union, the Council continued to apply 
the economic policy instruments provided for in 
the Treaty, paying particular attention to the fol-
lowing areas. 
1.  The broad guidelines of the economic poli-
cies of the Member States and the Commu-
nity were the subject of a  recommendation 
adopted  by  the  Council  on  10  July  1995. 
These  guidelines  confirmed  the  objectives 
of  the  policies  defined  by  the  European 
Council,  particularly where  combating  un-
employment was  concerned. The aim must 
be to transform the upturn under way into 
strong,  lasting  and  non-inflationary 
medium-term growth which respects the en-
vironment.  The  principal  guidelines  estab-
lished  in  1995  relate  to  the  stability  of 
prices and exchange rates, putting public fi-
nances in order, increasing the profitability 
of job-creating  investment  by  means  of  a 
moderate  wage  policy  and  structural  re-
forms  designed  to  stimulate  competitive-
ness  and  improve  the  operation  of  the 
labour market. 
2.  The year 1995 was the second year in which 
the  procedure  for  excessive  government 
deficits provided for  in Article  104c of the 
Treaty was applied. On  10 July 1995, acting 
on  a  recommendation  from  the  Commis-
sion, the Council established, by means of a 
Council  decision,  that  excessive  govern-
ment deficits existed in the three new Mem-
ber States: Austria, Finland and Sweden. On 
24  July  1995  the  Council  adopted  recom-
mendations,  on  a  Commission  proposal, 
that  a  situation  of  excessive  government 
deficit be brought to an end in  12  Member 
States:  Belgium,  Denmark,  Greece,  Spain, 
France,  Italy,  the  Netherlands,  Austria, 
Portugal,  Finland,  Sweden  and  the  United 
Kingdom. 
3.  Within  the  framework  of  multilateral  sur-
veillance,  the  Council  examined  the  eco-
nomic  convergence programmes submitted 
by the Member States.  In  1995  the conver-
gence  programmes of Sweden  and  Finland 
were examined for the period 1995-98. This 
convergence  constitutes  one  of  the  most 
important  elements  in  the  process  of 
achieving economic and monetary union. 
During the year,  the  Council  took two  particu-
larly  important  decisions  regarding  statistics. 
These  decisions  form  part  of  the  process  of 
achieving  economic  and  monetary  union  inas-
much as they make possible a better assessment 
of the  convergence  criteria  laid  down  in  Arti-
cle 109j of the Treaty. 
Accordingly,  a  decision was  taken  to  harmonise 
consumer  price  indices  thus  allowing  a  better 
comparison to  be  made of the  national  data on 
price movements. In addition, as from April 1999, 
a  European  system of national  and  regional  ac-
counts is to be introduced to replace the system 
applied  at  the  moment.  This  new  system  will 
produce  a  considerable  improvement  in  the 
quality  of the  statistical  information  provided 
by the Member States. 
B.  Employment 
During  1995,  the  European  Council  confirmed 
that  combating  unemployment  and  promoting 
equal  opportunities were  the  priority tasks be-
fore the Community and its Member States. 
The  medium-term  strategy,  designed  by  the 
Essen  European  Council  and  confirmed  at 
Cannes,  provides  the  framework  for  develop-
ment  of the  measures  decided  upon.  The  em-
ployment  monitoring  procedure  laid  down  at 
Essen, and centring on a strategy of cooperation 
between all  operators involved in  this common 
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made not only in identifying obstacles to reduc-
ing  unemployment but also  particularly as  re-
gards  macroeconomic  and  structural  factors 
substantially  influencing  the  creation  of  new 
jobs. 
During  the  course  of 199  5,  the  Member  States 
transposed  the  recommendations  of  the  Essen 
European Council  into multiannual employment 
programmes incorporating innovatory measures. 
On the basis of joint action by ministers for the 
economy, finance and labour and social affairs, 
the  Council  and  the  Commission  submitted  a 
joint report whose recommendations were sub-
mitted to the Madrid  European Council; the re-
port issued an appeal to the Member States to 
regard  the  areas  of  action  identified  in  the 
Madrid  conclusions  as  priorities  under  their 
multiannual  employment  programmes.  Imple-
mentation  of these  measures  should give  pri-
ority  to  groups  needing  particular  attention 
such as  young  people  looking  for  a  first  job, 
the  long-term  unemployed  and  unemployed 
women. 
The  extent  to  which  the  multiannual  employ-
ment  programmes  established  by the  Member 
States  and  the  recommendations  adopted  in 
Madrid have been put into effect is to be exam-
ined  at  the  European  Council  in  December 
1996. 
The  important role  played by internal  policies, 
in  particular  the  internal  market,  environment 
policy,  SMEs  and  trans-European  networks,  in 
creating jobs was stressed by several European 
Councils.  To  that  end,  in  September  1995  the 
Council  adopted  a  regulation  establishing  the 
general rules for the grant of Community finan-
cial  assistance  in  the  area  of  trans-European 
networks. 
In  1995 the Council also discussed the situation 
as regards the financing of trans-European net-
work  priority  programmes  identified  by  the 
Essen European Council in December 1994. 
C.  Operation of the institutions 
and institutional questions 
(i)  Enlargement of the Union 
The procedures for the ratification of the Acces-
sion Treaties having been completed at the end 
of  1994,  Austria,  Finland  and  Sweden  became 
Member States of the European Union on 1 Janu-
ary 1995. 
In  a decision adopted on 1 January, the Council 
adapted the Act  of Accession to take account of 
the changes resulting from  the Norwegian  peo-
ple's  rejection of the entry of Norway  into  the 
Union.  It  also  adopted  a  decision  determining 
the order in which the six-month office of Presi-
dent of the Council is to be held pursuant to the 
second  paragraph  of  Article  146  of  the  EC 
Treaty (1). 
On the same day the representatives of the gov-
ernments of the Member States jointly agreed to 
appoint  the  new  members  from  the  acceding 
Member States to the Commission, to the Court 
of Justice and to the Court of First Instance. The 
Council shortly did the same for the new mem-
bers of other institutions and bodies. 
The  three  new  Member  States  also  nominated 
their representatives to the European Parliament 
(21  for Austria,  16 for  Finland and 2 2 for Swe-
den); for a transitional period, it was the nation-
al  parliaments which  made  these  nominations;-
Sweden was the first of the new Member States 
to  elect  its  representatives  by  direct  universal 
suffrage on 1  7 September 199  5. 
(ii)  Implementation of the provisions of 
the Treaty on  European Union 
The year 1995 was marked by the consolidation 
of  the  institutional  reforms  enshrined  in  the 
Treaty  on  European  Union.  A number of these 
(l)  1995: France and Spain;  1996: Italy and Ireland;  1997: 
Netherlands and  Luxembourg;  1998:  United  Kingdom 
and Austria;  1999: Germany and Finland;  2000:  Portu-
gal and France; 2001: Sweden and Belgium; 2002: Spain 
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provisions were implemented for the first time, 
while others have already been regularly and ef-
fectively  applied  once  the  necessary  adjust-
ments were made the previous year. 
Renewal of the Commission 
Article  158 of the EC  Treaty, as amended by the 
Treaty  on  European  Union,  introduces  a  new 
procedure for  the appointment of members of 
the Commission. 
The European Parliament organised hearings be-
fore  its specialised committees of the members 
proposed by the Member State governments, in 
the light of the future areas of activity of the as-
piring Commissioners. These hearings allowed it 
to form an opinion ahead of its vote to approve 
the  new  Commission  led  by  Mr  Santer,  which 
favourable vote was given by a considerable ma-
jority on 18 January 1995. 
The  representatives  of  the  governments  of the 
Member States then appointed the President and 
the other 19 members of the new Commission (15 
men and 5 women) on 23  january for a period of 
five years from that date. 
Appointment of the Ombudsman 
On  12  july  1995  the  European  Parliament  ap-
pointed  the  first  Ombudsman  in  accordance 
with Article 138e of the EC  Treaty. 
The  European  Parliament's  Committee  on  Peti-
tions held hearings of the candidates on 28  and 
29  june;  Mr  Jacob  Soderman  was  chosen from 
five candidates, a sixth having withdrawn before 
the vote. 
The  decision taken by the European Parliament 
on  9  March  1994,  following  the  Commission's 
opinion and with  the approval  of the  Council, 
given on 7 February of the same year,  sets out 
the  regulations  and general  conditions govern-
ing  the  performance  of  the  Ombudsman's 
duties. 
Subsidiarity 
For  the implementation of the principle of sub-
sidiarity set out in the Treaty, the guidelines es-
tablished  at  the  Birmingham  and  Edinburgh 
European Councils continue to inform the action 
of the Union. 
The  Commission  submitted  the  second  annual 
report on the implementation of the principles 
of subsidiarity and proportionality and on sim-
plification and consolidation entitled 'Better law-
making' and was asked by the European Council 
in  Madrid  to report to the European Council  in 
Florence  on the application of these  principles 
to  existing  Community  legislation  and  to  the 
proposals submitted. 
The  Madrid  European  Council  was  also  able  to 
establish that the  1993  programme on adapta-
tion  of existing  legislation  to  the  principle  of 
subsidiarity was practically completed. 
Transparency 
The  Council  reaffirmed  its  desire  to  work  to-
wards greater transparency in its proceedings in 
the context of the guidelines laid  down by the 
European  Council,  while  maintaining  the  effi-
ciency of the decision-making process. It  noted 
that the outcome of votes on legislative acts was 
now  systematically  made  public.  The  Council 
had never made use of the possibility of deroga-
tion provided for in  its rules of procedure and 
had no intention of doing so in the future. 
Progress  was  made  towards  achieving  greater 
transparency  of  the  Council's  proceedings  by 
the approval of a  code of conduct which facili-
tates  access  by  the  public  to  Council  minutes 
and  statements  when  the  Council  is  acting  as 
legislator. The number of Council debates which 
have been televised has also increased. 
With  more  particular reference  to  the  question 
of cooperation in the field  of justice and home 
affairs,  the  Council  adopted a  decision-making 
provision for the publication of acts adopted on 
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asylum and immigration matters since entry in-
to force of the Treaty on European Union. At  the 
same  time,  it  recorded  agreement  on  a  state-
ment providing that the acts adopted in future 
in this area will,  in principle, be published. 
Citizenship 
A decision was adopted pursuant to Article 8c of 
the EC Treaty on the protection of citizens of the 
Union  by  diplomatic  and  consular  representa-
tions. Under the measures decided on, any citi-
zen of the Union whose own State is  not repre-
sented in a  third country may benefit from the 
consular protection of any other Member State. 
Still  on the subject of European citizenship, the 
representatives of the governments of the Mem-
ber  States  of  the  Union,  meeting  within  the 
Council, reached agreement on a decision on the 
conditions  for  the  issue  by  the  diplomatic  or 
consular  mission  of  any  Union  Member  State 
and  security  measures  concerning  provisional 
travel  documents  in  the  territory  of  a  third 
country so as to  facilitate  the return of an un-
represented Union citizen who has lost his iden-
tity documents in a third country. 
Legislative process 
Within  the  framework  of legislative  activity,  in 
1995  the Council held, under the various proce-
dures laid down in the Treaty, 204 consultations of 
the European Parliament,  18  of which took place 
under the urgent procedure, 92  consultations of 
the Economic and Social Committee and 9 consul-
tations of the Committee of the Regions. 
Where  the legislative procedures under Articles 
189b and 189c of the EC  Treaty were concerned, 
the Council adopted a total of 3 5 common posi-
tions in 1995. 
With  more  particular  reference  to  the  'co-deci-
sion' procedure, it should be noted that, for the 
first  time  since  the  procedure was  introduced, 
the  European  Parliament  rejected  a  common 
draft approved by its delegation and the Council 
delegation  within  the  conciliation  committee, 
with the result that the proposal for a directive 
in  question, which  concerned the  legal  protec-
tion of biotechnical inventions (see point F.  'In-
ternal market'), could not be adopted. 
(iii)  Interinstitutional relations 
At  its meetings in Cannes and Madrid, the Euro-
pean  Council  heard  the  President  of the  Euro-
pean Parliament convey Parliament's view on the 
questions  discussed  by  the  Heads  of State  or 
Government. 
Pursuant  to  the  Treaty,  at  plenary  sessions  of 
the  European  Parliament  the  Presidencies-in-
Office of the European Council outlined the re-
sults of the meetings of the European Councils 
in  Cannes and Madrid.  In  the  same way,  in  ac-
cordance  with  well-established  tradition,  the 
French and Spanish Presidencies presented their 
programmes and  took stock of their  Presiden-
cies before the European Parliament. 
On 15  November, the first debate on the state of 
the Union took place within the European Parlia-
ment, introduced by statements from the Presi-
dent of the European Parliament, Mr Hansch, the 
President of the European Council, Mr  Gonzalez 
Marquez, and the President of the Commission, 
Mr  Santer. 
Throughout the year, the Council, represented by 
its President, kept in close touch with the Euro-
pean Parliament and its various bodies. The Coun-
cil appeared on over 80 occasions before parlia-
mentary committees and delegations;  the Presi-
dency of the Council replied at plenary sittings to 
302 questions put at Question Time and to 40 oral 
questions requiring debate and a resolution. The 
Council also replied to 430 written questions put 
by members of the European Parliament. 
Other major debates provided for in  the Treaty 
were held with Council participation, on the one 
hand, on the progress made with implementing 
the common foreign and security policy and, on 
the other, on justice and home affairs. 
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Regular  meetings  also  took  place  between  the 
Presidents  of  the  European  Parliament,  the 
Council  and  the  Commission,  at  plenary  part-
sessions,  meetings which were  twice  expanded 
to involve the chairpersons of Parliament's polit-
ical groups. These meetings provided the forum 
for an exchange of views on questions of com-
mon  interest  to  the  three  institutions  and 
helped to resolve certain disputes. 
In  accordance  with  their  reciprocal  commit-
ments,  the  European  Parliament and  the  Com-
mission agreed on a joint declaration on the leg-
islative  programme which  the Commission had 
submitted to the Parliament. The Council adopt-
ed  a  declaration  on  the  same  legislative  pro-
gramme  submitted  by  the  Commission,  and 
stressed which provisions of that programme it 
considered should take priority. 
The  European  Parliament  and  the  Commission 
also concluded a new code of conduct designed 
to establish the framework for their future rela-
tions,  with  a  view  to  adjusting  the  code  con-
cluded in 1990 to the new institutional context. 
In  a statement, the Council emphasised that the 
undertakings entered into by the other two  in-
stitutions were  not applicable  to  it  and that it 
might  well  take  steps  to  safeguard  its  rights 
should these be affected. 
In  1995 the Presidencies-in-Office of the Council 
also continued their meetings with the Economic 
and Social Committee and the Committee of the 
Regions.  The  French  and  Spanish  Presidencies 
appeared before  these  consultative bodies and 
outlined  their  programmes  of work;  they  dis-
cussed  questions  of  general  interest.  During 
199 5,  the representatives of the governments of 
the Member States effected a  partial renewal of 
the Court of First Instance. Similarly, the Council 
partially renewed the Court of Auditors. 
(iv)  Relations with the Council of Europe 
Two  quadripartite  meetings were  held  in  1995 
between  the  President  of the  Council  and  the 
President  of the  Commission for  the  European 
Union,  and  the  Chairman  of the  Committee  of 
Ministers  and  the  Secretary-General  for  the 
Council  of Europe.  The  aim of these  meetings, 
which it had not been possible to hold in 1994, 
is  to improve cooperation and the coordination 
of the activities of the two organisations. 
D.  Preparation for the 1996 
Intergovernmental Conference -
Report from the reflection group 
The Heads of State or Government met in Paris on 
9 june at the invitation of the President of the 
French Republic to make contact and prepare for 
the  Cannes  European  Council.  The  European 
Council continued preparing for the 1996 Inter-
governmental Conference (IGC)  at its meeting in 
Cannes on 26 and 27 june 1995, under the Presi-
dency of Mr Chirac, and at its meeting in Madrid 
on 15  and 16  December 1995, under the Presi-
dency of Mr Gonzalez Marquez, and at the infor-
mal  meeting of Heads  of State  or Government 
held on 22  and 23  September 1995 in Formentor 
(Majorca), also under the Spanish Presidency. The 
last meeting was specifically devoted to initiating 
consideration at the highest level of the implica-
tions and the main challenges of the forthcoming 
IGC, to be convened in 1996. 
On 2 and 3 june in Messina, at the invitation of the 
Italian Government,  the 40th anniversary of the 
conference which led to the signing of the Treaties 
of Rome establishing the European Economic Com-
munity and the European Atomic Energy Commu-
nity was  commemorated.  On  that occasion,  the 
European  Parliament,  the Council  and  the  Com-
mission adopted a solemn declaration of the Euro-
pean Union saluting the progress made over the 
last 40 years and calling for work to continue with 
the same determination, particularly with an eye 
to the forthcoming Intergovernmental Conference. 
At  the same time, on 2 june in  Messina the re-
flection  group  set  up  by  the  Corfu  European 
Council with a view to that conference officially 
began  work,  under  the  chairmanship  of  the 
Spanish State Secretary for European Affairs,  Mr 
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Over  some  15  meetings  between June  and  De-
cember,  in  accordance  with  the  brief given  by 
the  Corfu  European  Council,  confirmed  and 
fleshed  out at the  Essen  and Cannes  European 
Councils,  and on the basis of the  reports  that 
the institutions had been required to submit on 
the  operation of the Treaty,  the group endeav-
oured  to  pinpoint  the  major challenges  facing 
the  Union,  in  particular  given  the  prospect  of 
further  enlargements  and  of  the  need  to  im-
prove both the efficiency of its operation and its 
capacity for external action and to involve all its 
citizens in  the Union by means of more democ-
racy and transparency. The group presented an 
introduction to the  strategic challenges and an 
annotated  agenda  on  the  Intergovernmental 
Conference. 
The  Madrid  European  Council  received  the 
group's  report with  great  interest and  thought 
that the guidelines agreed on by the group, after 
detailed  analysis  of  the  internal  and  external 
challenges facing the Union and the possible re-
sponses, represented a  sound basis for the dis-
cussions of the Intergovernmental Conference; it 
requested swift application of the provisions of 
Article N of the Treaty. 
It  also agreed that the conference should begin 
work under the Italian Presidency with a formal 
inaugural  meeting  on  29  March  1996  in  Turin. 
The  European  Council  agreed  on  the  general 
arrangements for the organisation of the confer-
ence and on the detailed rules for informing the 
applicant  States  and  allowing  them  to  express 
their  views;  the  European  Economic  Area  and 
Switzerland  would  also  be  kept  informed.  The 
European  Council  asked  the  ministers  for  for-
eign affairs to define the procedures for involv-
ing the European Parliament in  the Intergovern-
mental Conference and stressed that Parliament 
was  to  be  closely associated with  the  work  of 
the conference. 
E.  Financing of the Union 
In  1995  the  financing  of the  Union's  activities 
was  based  on  the  principles  contained  in  the 
1988 decision on own resources, since the new 
1994 decision on own resources was still being 
ratified in  the Member States, which confirmed 
the  need  to  take  account  of the  austerity  the 
economic  situation  continued  to  require  and 
made provision for continuation of the efforts to 
be accomplished, in particular in achieving com-
mon policies. The  European Council noted with 
satisfaction  the  Commission's  initiative  on 
sound financial management. 
In  a  spirit of interinstitutional cooperation,  the 
two arms of the budget authority and the Com-
mission were able  to  reach a  number of impor-
tant conclusions on the rationalisation of admin-
istrative expenditure, the consequences of which 
are  already  discernible  in  the  1996  budget.  In 
the  main,  this  rationalisation  - the  aim  of 
which is to realise significant budgetary savings 
- means that the institutions are to act togeth-
er in  areas such as the  organisation of recruit-
ment competitions,  staff training,  the adminis-
tration of social infrastructures and informatics. 
As  regards the combating of fraud and the pro-
tection  of the  Community's  financial  interests, 
the  Council,  acting  on  the  conclusions  of the 
Essen  European  Council,  adopted  a  number of 
conclusions establishing guidelines for the con-
tinuation of work on this issue. For its part, the 
Commission  prepared an analysis  summarising 
the reports of the Member States on the meas-
ures they were implementing at national level to 
combat  fraud  against  the  Community  budget. 
The first conclusions of this analysis were sub-
mitted to the European Council at its meeting in 
Madrid. 
The  Council  also  adopted  a  regulation  on  the 
protection of the financial interests of the Com-
munities, which establishes for the first time a 
common framework for combating wastage and 
misappropriation  of  Community  funds  in  all 
areas covered by Community policies by defin-
ing  general  rules  applicable  to  Community ad-
ministrative  penalties and  to  the  checks  to  be 
made  by  the  Member  States  and  the  Com-
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On  6  March  199  5,  following  several  months of 
negotiations,  the  European  Parliament,  the 
Council  and  the  Commission  adopted  a  joint 
declaration on the  inclusion of financial  provi-
sions  in  legislative  acts.  This  declaration  pro-
vides  that  the  overall  financial  provision  laid 
down by the legislator for the entire duration of 
a  multiannual  programme and  included  in  the 
basic act is binding on the budget authority with 
respect to legislative acts adopted under the co-
decision procedure by the European Parliament 
and the Council. As  regards acts not subject to 
co-decision,  this  allocation  constitutes a  guide 
to the legislator's wishes but does not affect the 
powers of the budget authority; however,  if the 
amount  concerned  is  the  subject  of an  agree-
ment between the European Parliament and the 
Council  in  the  framework  of  the  conciliation 
procedure provided for  in  the joint declaration 
of 4 March  1975, it then acquires binding force 
as in the first case. 
In  addition,  having examined  the  three  special 
reports from  the Court of Auditors in  the  con-
text  of  the  discharge,  the  Council  asked  the 
Commission  to  include  in  its  follow-up  report 
the  action  taken  further  to  its  conclusions  on 
the above reports. 
In a judgment dated 7 December 1995, the Court 
of Justice ruled on the application for annulment 
brought by the Council against the European Par-
liament aimed at having the general budget of the 
European  Communities  for  the  financial  year 
1995 declared void. While upholding the effects 
of that budget until the date on which Parliament 
and the Council definitively adopted the Commu-
nity budget for the financial year 1995, the Court 
annulled the act by which the President of the 
European  Parliament  established  the  definitive 
adoption  of the  1995  Community  budget.  The 
Council agreed in principle to the proposal put 
forward by the Commission to remedy the situa-
tion created by the Court's judgment. 
Finally, the Council reached a solution on the ac-
tions eligible for funding under the Community 
budget on the basis of,  respectively, Article j.11 
of the Treaty on European Union in the sphere of · 
common  foreign  and  security  policy  and 
Article K.8  of the same Treaty on cooperation in 
the field of justice and home affairs. 
Budget procedure for 1996 
On  21  December  1995,  the  President  of  the 
European  Parliament  finally  signed  the  act 
adopting  the  general  budget of the  European 
Communities  for  1996,  which  provides  for  a 
total  of  ECU 86 525 459 991.0  in  commitment 
appropriations (c/a) and ECU  81  888 440 991.0 
in payment appropriations (p/a), and amounts 
to  an  increase  in  total  expenditure  over  the 
previous  financial  year  of  8.37  % in  c/a and 
8.55 %in p/a. 
F.  Internal market 
As  in  previous years, action has been directed 
towards  completing  the  internal  market.  The 
European  Council  stressed  the  importance  of 
completion  by  introducing increased  competi-
tion  in  a  great  number of sectors  to  step  up 
competitiveness with a view to generating em-
ployment and confirmed the need to make this 
objective compatible with the exercise of gen-
eral  economic  interest  duties  by  the  public 
services. 
The Council took stock of the process of trans-
posing Community law  on the internal market 
into national law. Other general topics were dis-
cussed by the Council,  particularly those con-
cerned  with  administrative  cooperation  and 
legislative  and  administrative  simplification, 
notably  as  regards  the  rules  applicable  to 
companies. 
On  the matter of the uniform and efficient ap-
plication  of Community  law  and  the  penalties 
applicable in the event of infringements of that 
law  in  the  sphere  of the  internal  market,  the 
Council adopted a  resolution on the subject in 
which  it  urged  the  Commission to  be  particul-
arly  attentive  to  this  aspect  in  exercising  its 
role  as  guardian of the Treaty and  its  right  of 
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initiative, and asked the Member States to coop-
erate in promoting the objective sought of effec-
tive and uniform application. 
For  its  part,  the  Commission  presented a  new 
initiative entitled 'Citizens first' to be launched 
in  1996  to  heighten  the  public's  awareness  of 
the benefits of the internal market. 
Finally, the Council initiated a dialogue with the 
ministers of the CCEE  on those countries' state 
of  readiness  for  integration  into  the  internal 
market.  The  discussions  focused  on  the  White 
Paper drawn up by the Commission on the sub-
ject, which it was agreed would constitute a ma-
jor feature of the pre-accession strategies of the 
countries concerned and a useful guide for their 
programmes. 
(i)  Removal of trade barriers 
The Council adopted a decision establishing re-
ciprocal information procedures in the event of 
national  measures  hampering  the  free  move-
ment of goods within the Community. 
The motor-vehicle sector was the subject of at-
tention from the Council throughout the year. 
It  adopted a directive to regulate the power of 
motorcycles, the 12th in a  series covering this 
sector, and a  common position on another di-
rective concerned with all  the other character-
istics  of  two- or  three-wheel  motor  vehicles, 
the adoption of which will  complete the Com-
munity framework  for  type-approval  of these 
vehicles. 
As  regards the safety of occupants, the Council 
adopted a directive setting the requirements as 
regards  flammability  of the  materials  used  in 
the  internal  fitting-out  of buses and  coaches, 
and a common position on the first of the pro-
posals for directives on side and frontal-impact 
resistance.  On  levels  of pollution,  the  Council 
adopted  a  directive  making  provision  for  fur-
ther  reductions  in  particulate  emissions  from 
diesel engines and a common position on pro-
posals to reduce exhaust emissions from  light 
goods vehicles  to  align  them  on  those  of pri-
vate cars. 
The  Council  adopted new  harmonisation provi-
sions  in  another  important  area,  that  of  lifts, 
with the twin aims of removing obstacles to free 
movement of lifts and their components in  the 
Community while ensuring a high level of safety 
for users, and widening the scope to all types of 
lifts. 
(ii)  Customs union 
The Council adopted a common position on the 
Commission  proposal  for  a  Community action 
programme in the customs sphere, entitled 'Cus-
toms  2000',  to  run for  a  five-year  period from 
1996 to  2000,  with the aim of developing and 
modernising  customs  administrations  to  in-
crease  the  efficiency of checks at the  Commu-
nity's external borders and administer optimally 
the internal market. 
The Council also adopted five  decisions on the 
conclusion of agreements between the Commu-
nity  and  Bolivia,  Colombia,  Ecuador,  Peru  and 
Venezuela on  the  control  of trade  in  chemical 
precursors frequently used in  the illicit manu-
facture  of drugs and  psychotropic  substances. 
The  agreements  were  signed  on  the  same 
day  by  the  Community  and  the  countries  in 
question. 
(iii)  Company law 
In  1995 the lengthy negotiations for the creation 
of  a  Community  framework  for  the  mutual 
recognition and enforcement of decisions on in-
solvency proceedings in  the European Union fi-
nally  bore  fruit.  A  convention  based  on  Arti-
cle  220  of the Treaty  was  initialled  by the  15 
Member States and subsequently opened for sig-
nature  in  November  for  a  six-month  period.  It 
was signed by 12  Member States on the occasion 
of the Council  meeting on 23  November.  It  re-
mains open for signature by the Governments of 
the  United  Kingdom,  Ireland  and  the  Nether-
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(iv)  Tax harmonisation 
In  this sector, 1995 initially saw a review of the 
Community rules adopted in  1992  on  VAT  and 
excise  duty  rates.  Where  VAT  rates  were  con-
cerned,  the  Commission  submitted  a  proposal 
for a directive to the Council amending the 1992 
directive  on the application of VAT  on agricul-
tural products. 
In  the VAT  sector,  the Council  adopted, on the 
basis of the sixth VAT  directive, a number of de-
cisions aimed in substance at authorising Mem-
ber States which so wished to adopt simplifica-
tion  measures  in  derogation  from  the  normal 
VAT  arrangements. 
In  the  excise  duty sector,  the  Council  adopted 
two  directives,  one  aimed  at achieving  legisla-
tive consolidation of the rules on the taxation of 
manufactured  tobaccos,  the  other  establishing 
Community rules for the colouring and marking 
of mineral  oils  subject  to  a  reduced  rate.  The 
Council  also adopted,  in  the framework of the 
harmonisation of the structures of excise duties 
on  mineral  oils,  a  decision authorising certain 
Member States to introduce or retain reductions 
on or exemptions from excise duties for particu-
lar policy reasons. 
In  response  to  the  undertaking  given  at  the 
European  Council  meeting  in  Essen,  the  Com-
mission  submitted to  the  Council  an amended 
proposal for  a  directive  on the introduction of 
a tax on C02  emissions and on energy. 
Finally,  the representatives of the governments 
of the Member States signed a convention allow-
ing Austria, Finland and Sweden to accede to the 
Convention on the Elimination of Double Taxa-
tion in connection with the adjustment of prof-
its of associated enterprises. 
(v)  Financial area 
The Council and the European Parliament adopt-
ed a  directive aimed at reinforcing the pruden-
tial supervision of credit institutions, insurance 
companies,  investment firms  and undertakings 
for collective investment in transferable securi-
ties (UCITS). 
In  the banking sector, the Council also adopted 
two  common positions,  the first  on the  condi-
tions regarding the solvency ratios of credit in-
stitutions as regards recognition by the compe-
tent  authorities  of contracts  for  novation  and 
netting  agreements  (contractual  netting),  and 
the second concerned with a directive on cross-
border credit transfers. 
In  the  investment  services  sector,  the  Council 
adopted  a  common  position  on  the  establish-
ment of investor compensation schemes. 
The  Commission  submitted  a  proposal  to  the 
Council  for  a  directive  of the  European  Parlia-
ment and of the Council on investment services 
in the securities field aimed in particular at the 
creation of a  securities markets committee, and 
another proposal amending the first banking di-
rective with respect to the permanent exclusion 
of certain credit institutions. 
The  Commission  also  referred  to  the  Council 
and the European Parliament a proposal for a di-
rective on the supplementary supervision of in-
surance undertakings in an insurance group. 
(vi)  Food and plant-health sector 
Action in this sector continued in  1995 to  sup-
plement  or  update  measures  already  taken  to 
safeguard  both  public  health  and  the  proper 
operation of the internal market. 
On food additives, the Council adopted a direc-
tive  on  food  additives  other than  colours  and 
sweeteners by authorising a list of various addi-
tives which could be used and the conditions for 
their use. 
The  Council  also adopted  four  common  posi-
tions  on,  respectively,  the  amendment  of the 
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advertising of foodstuffs,  a  first regulation on 
novel  foods  and  novel  food  ingredients,  a  di-
rective  amending  the  conditions  for  the  use 
and  placing on  the  market  of natural  mineral 
waters, and a regulation establishing a Commu-
nity procedure for  flavouring  substances used 
in foodstuffs. 
(vii)  Intellectual property 
The  Council  adopted  its  common  positions on 
the proposal for a directive concerning the legal 
protection of databases and on the proposal for 
a  regulation  concerning the  creation  of a  sup-
plementary  protection  certificate  for  plant-
protection products. 
In  the case of the proposal for  a  directive con-
cerning the legal  protection of biotechnological 
inventions, the European Parliament rejected the 
joint text approved by the conciliation commit-
tee and hence that proposal could not be adopt-
ed.  It  should  be  noted  that  this  was  the  first 
time  since  the  introduction  of the  co-decision 
procedure between the European Parliament and 
the Council that the European Parliament had re-
jected  a  joint  text  approved  by  its  delegation 
and the Council's delegation in the conciliation 
committee. 
(viii)  Data protection 
The Council adopted the directive on the protec-
tion of individuals with regard to processing of 
personal data and on the free movement of such 
data. 
(ix)  Telecommunications 
Further  to  the  Corfu  and  Cannes  European 
Council  conclusions,  the  Council  agreed  to  a 
resolution on the  industrial aspects of the  in-
formation  society  for  the  European  Union.  It 
also adopted a  resolution on  the  introduction 
of the  future  regulatory framework  to  accom-
pany liberalisation, calling on the Commission 
to propose all of the legislation required for the 
full  liberalisation  of  telecommunications  by 
I  January 1998. 
The formal adoption by the Council of the direc-
tive  harmonising conditions for the application 
of  open  network  provision  (ONP)  to  voice  te-
lephony filled  in  one  of the  main  missing ele-
ments in  the Community regulatory framework 
for  telecommunications. The  proposal for  a  di-
rective  on  telecommunications  interconnection 
is  the first of a set of proposals to revise legis-
lation in order to adapt the Community legisla-
tive framework to the new competitive environ-
ment after 1998. 
By  way  of  other  liberalisation  measures,  the 
Council adopted a resolution on mobile and per-
sonal  communications  and  the  Commission 
made use of its powers under Article  90 of the 
Treaty to amend its Directive  90/388/EEC with 
regard to the abolition of restrictions on the use 
of  cable  television  networks  to  provide  the 
telecommunications services already liberalised, 
mobile  and  personal  communications,  and  the 
full  opening-up  to  competition of the telecom-
munications market. 
The  decision on a  set of guidelines for  the de-
velopment  of  the  European  ISDN  (integrated 
services  digital  network)  as  a  trans-European 
network  was  formally  adopted  in  November 
1995 following acceptance by the Council of the 
European  Parliament's amendments.  In  the sec-
ond  half of  1995,  work  progressed  rapidly  on 
guidelines  for  the  objectives,  priorities  and 
broad thrust of measures in  the field  of trans-
European telecommunications networks, and the 
Council reached preliminary political agreement 
with a  view  to  a  common position on the  pro-
posed decision. 
The directive on the use of standards for trans-
mitting television signals was formally adopted 
by the Council  and the European Parliament to 
replace  an  earlier  directive  on  standards  for 
satellite broadcasting of television signals. 
The  Council  formally  adopted  the  decision 
establishing  a  three-year  programme  for  the 
Community  contribution  to  the  interchange 
of data between administrations (IDA),  intended 
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to facilitate the interchange of data using infor-
mation technology between national administra-
tions and between Community institutions, with 
total  funding  of  ECU  60  million  for  199 5  and 
1996. It also reached political agreement on the 
decision  concerning a  multiannual  Community 
programme  to  stimulate  the  development of a 
European  multimedia content industry and  en-
courage the use of such multimedia content in 
the new information society (INFO  2000), with a 
total budget of ECU  6 5 million for the four-year 
programme. 
(x)  Postal services 
The  Council  held  an  initial  discussion  on  the 
proposal for a directive on common rules for the 
development of postal  services  in  the Commu-
nity and the improvement of quality of service. 
That proposal for  a  directive was  an:ompanied 
by  a  draft  communication  explaining  how  the 
Commission would apply the competition rules 
under the Treaty to the postal sector. The Coun-
cil  adopted conclusions calling in particular for 
alignment of the definitions and terms used in 
both texts and for the communication to be pub-
lished at the same time as the directive and in 
any event by the end of 1996. 
G.  Agriculture and fisheries 
The year 1995 is the third and final year of tran-
sition  in  applying  the  reform  of the  common 
agricultural policy (CAP)  decided upon in  1992. 
During  the  year,  the  Community  continued  to 
implement the components of that policy,  with 
the consistent aim of introducing improvements 
in  the  light  of practical  experience  as  well  as 
greater  flexibility.  The  aim  is,  by  improving 
competitiveness,  to  enable  farmers  in  a  Union 
enlarged to 15  members to enjoy a fair standard 
of living and to continue their activities. Howev-
er,  the purpose is also, at the same time, gradu-
ally to adjust the sectors not yet reformed. Such 
work  was  also  carried  out  against  the  back-
ground  of implementation  of the  GATT  agree-
ments, giving  rise  to  the framing of new  rules 
for the World Trade Organisation. 
With  regard  to  common market  organisations, 
the  Council  enacted the  common organisation 
of the market in dried fodder,  for which it  set 
the  guaranteed  national  quantities,  then  ad-
justed the common organisation of the market 
in  sugar,  chiefly  for  the  effects  of  the  GATT 
agreement and of enlargement, and decided on 
the reform of the common organisation of the 
market in rice with the adoption of two regula-
tions,  one  establishing the  framework  for  the 
reform and the other laying down the standard 
quality  of  paddy  rice  for  intervention.  The 
Council considered in depth the proposal to re-
form  the  common  organisation  of  the  wine 
market  but,  as  1995  was  a  lower  production 
year, it agreed to continue its discussions later. 
It also embarked upon reform of the fruit and 
vegetable sector, identifying the many issues to 
be addressed. 
In  agricultural structures, the Council adopted 
directives on the lists of less favoured farming 
areas in Austria,  Finland and Sweden.  In  addi-
tion,  the rate of compulsory set-aside was  de-
termined in September, at the very start of the 
marketing  year,  bringing  a  reduction  in  that 
rate  in  view  of  the  state  of  stocks  and  the 
prospect  of  shortages  on  the  world  cereals 
market. 
The annual discussions on the 1995/96 price re-
view,  simplified  by  implementation  of  the  re-
form and combined with other measures, result-
ed  in  a  package  of  measures  adopted  by  the 
Council by a qualified majority at its meeting in 
june.  At  that  meeting,  the  Council  decided  on 
the  allocation  of final  milk  quotas  for  Greece 
and Italy and adopted two regulations amending 
arrangements  for  cotton.  At  the  same  time,  it 
substantially  amended  the  agri-monetary 
arrangements  with  the  adoption  of  rules  for 
some  Member  States  designed  to  offset  lost 
earnings as a result of a significant reduction in 
a  rate applicable  to  certain amounts set under 
the  CAP.  Under  the  june agreement,  then,  the 
Council and the Commission accepted the possi-
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income  losses  as  a  result  of currency  fluctua-
tions in other Member States. 
The  Council also amended the basic  regulation 
on  the  financing  of  the  CAP  to  bring  greater 
transparency and swifter settlement of accounts 
as well as better cooperation between the Com-
mission and Member States. 
In  veterinary  harmonisation,  the  Council 
adopted  a  number of amendments  to  existing 
rules and was faced with the problem of the use 
of hormones and beta-agonists in meat produc-
tion.  It  also  looked  into  the  question  of  calf 
rearing. 
On  the  protection  of  animals  in  transit,  the 
Council adopted by a qualified majority a direc-
tive based on a more precise definition of trans-
port conditions and the setting of travel and rest 
periods. 
Lastly,  under  the  structured  dialogue  estab-
lished  by the European  Council,  the  first  joint 
meeting with the ministers for agriculture of the 
CCEE was held in September. 
Fisheries 
In  1995, an important part of action under the 
common fisheries  policy was  devoted to  inter-
national aspects, mainly with regard to activities 
within the framework of certain international or-
ganisations.  At  internal level,  the common fish-
eries policy underwent major changes, in particu-
lar with regard to extension of its scope and im-
plementation of new instruments. 
In  order to improve full  management of the ac-
tivities  of  the  Community  fleet,  both  within 
Community  waters  and  in  the  waters  of third 
countries and international waters, external ac-
tion under the common fisheries  policy contin-
ued  within  the  framework  of international  or-
ganisations and  relations  based  on agreement. 
The Community therefore played a decisive role 
in the United Nations Conference on Straddling 
Fish  Stocks  and  Highly  Migratory  Species,  in 
which an agreement was adopted for the imple-
mentation  of the  provisions  of the  United  Na-
tions Convention on the Law  of the Sea of 1982 
relating to the conservation and management of 
straddling  fish  stocks  and  highly  migratory 
species. Within the framework of the North-West 
Atlantic Fisheries Organisation (NAFO),  the Com-
munity also contributed to resolving the conflict 
on the allocation of the Greenland halibut total 
allowable catch (TAC)  for 1995 in the NAFO  area 
by  rendering  multilateral  the  agreement  be-
tween the Community and Canada, and adopted 
certain internal legislative acts pursuant to the 
measures adopted by  NAFO,  in  particular with 
regard  to  joint  international  inspection,  moni-
toring  and  conservation  and  management  of 
fisheries resources. Finally,  the Community par-
ticipated in  the proceedings of several interna-
tional fisheries organisations. 
With  regard  to  relations  based  on  agreements 
with  third  countries,  the  new  fisheries  agree-
ment with Morocco, which entered into force on 
1 December 1995 for a period of four years, may 
be considered one of the most important agree-
ments concluded between the Community and a 
third country,  in  particular as  regards  the vol-
ume of fishing possibilities. 
The  Community  also  continued  cooperation 
with other partners which are important for the 
Community fisheries sector, such as Norway, the 
Baltic States, Argentina and the west African and 
Indian Ocean States. 
At  internal level,  the  instructions given  by the 
Essen European Council to ensure complete inte-
gration of Spain and Portugal into the common 
fisheries policy were carried out to the full.  Fol-
lowing  the  enlargement  of  the  Union,  the 
Finnish and Swedish fisheries sectors were also 
integrated into the common policy. 
With  regard  to  management of resources,  the 
fisheries  policy gained a  new instrument with 
the establishment of a system for the manage-
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ment of fishing  effort,  which aims at control-
ling  the fleet's  capacity and catches,  with  the 
aim of geographical distribution of fishing so 
as to maintain the existing balance between the 
various areas. Pursuant to those principles, the 
Council adopted a  first regulation establishing 
the rules for access to certain Community fish-
ing areas and resources and another establish-
ing a system for the management of fishing ef-
fort which fixes  the maximum annual level  of 
fishing effort for each Member State and each 
fishery.  Those  rules  were  supplemented  by 
a  Council  regulation  to  ensure  that  the  new 
system  for  the  management  of  fishing 
effort  is  complied  with  fairly  and  without 
discrimination. 
At the same time, other measures were adopted 
concerning the continued application of meas-
ures  to  conserve  resources,  restructure  the 
Community fleet and finance programmes sub-
mitted  by  the  Member  States  for  acquiring 
and  improving  monitoring  and  supervision 
facilities. 
The  Council  has adopted  socioeconomic  meas-
ures for crew members who will  be affected by 
the  adaptation  of fishing  capacity  to  available 
resources.  Member  States  in  particular  are  al-
lowed  to  use FIFG  funds  to  co-finance  national 
early retirement schemes for fishermen who are 
over 55  years of age and have worked for more 
than  10 years;  flat-rate  direct aid  may also  be 
given to fishermen in crisis situations. 
With  regard  to  TACs  and  quotas,  the  Council 
fixed the annual levels, as usual, for 1996. 
H.  Transport 
Following  the  impetus  given  by  the  European 
Council, the Council adopted a common position 
with  a  view  to  adoption  of a  European  Parlia-
ment  and  Council  decision  on  Community 
guidelines  for  the  development  of  the  trans-
European transport network. 
Inland transport 
With  regard  to  road  transport,  the  Council 
adopted a common position aimed firstly at fur-
ther amending the directive on the weights, di-
mensions and certain other technical character-
istics  of certain road  vehicles  and  secondly at 
recasting it, bringing together in a single text all 
the provisions concerning proof of the conform-
ity of vehicles. 
With  regard to rail transport, the Council adopt-
ed  two  directives:  one  introduces a  licence  for 
railway undertakings and the other concerns the 
allocation of railway infrastructure capacity and 
the  charging  of  infrastructure  fees  within  the 
Community. It  also adopted a common position 
with a view to adoption of a directive on the in-
teroperability of the trans-European high-speed 
railway system and adopted a resolution on the 
development  of  rail  transport  and  combined 
transport. 
With  regard  to  inland  waterway  transport,  the 
Council  adopted a  regulation  on structural im-
provements in inland waterway transport which 
introduced the possibility of Community finan-
cial contributions to scrapping schemes for 1995. 
With  regard  to  transport  safety,  the  Council 
adopted a  directive on uniform procedures for 
checks on the transport of dangerous goods by 
road  and  adopted  a  common  position  with  a 
view to requiring undertakings whose activities 
include  the  transport  of  dangerous  goods  by 
road,  rail  or inland waterway or loading or un-
loading  operations  connected  with  such  trans-
port to appoint safety advisers responsible for 
helping to prevent risks. The Council also adopt-
ed a common position with a view in particular 
to transposing into Community law  the regula-
tions  concerning  the  international  carriage  of 
dangerous goods by rail (RID). 
Finally,  with a view to contributing to improve-
ment of road  traffic  safety and facilitating  the 
movement of persons who take up residence in 
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a  Member  State  other than that  in  which  they 
passed  a  driving  test,  the  Council  set  out  the 
main  lines  of an agreement concerning an op-
tional Community model for a 'credit-card'-type 
driving licence. 
With  regard  to  external  relations,  the  Council 
adopted two decisions authorising the Commis-
sion to negotiate respectively an agreement with 
Switzerland in  the field  of road,  rail,  combined 
and  air  transport,  a  transport  agreement  with 
Croatia of the same type as that with Slovenia 
and  an  additional  protocol  to  the  transport 
agreement between the Community and Slovenia 
following  the  accession  of  Austria.  Regarding 
the  CCEE,  the  Council  authorised  the  Commis-
sion  to  negotiate,  firstly,  an agreement on  the 
occasional carriage of passengers and, secondly, 
a  transit agreement with Hungary,  Romania and 
Bulgaria on the transport of goods. 
Finally,  the  Council  held  a  first  joint  meeting 
within the framework of the structured dialogue 
with the transport ministers of the CCEE. 
Air transport 
The Council adopted two resolutions concerning 
respectively relocation in air transport and con-
gestion and crisis situations in air traffic. It also 
reached political agreement on adopting a direc-
tive  to liberalise access to the ground-handling 
markets at Community airports. 
With regard to relations with third countries, the 
Council  authorised  the  Commission  to  initiate 
negotiations with Switzerland. 
Maritime transport 
The  Council adopted a  regulation on the safety 
management of roll-on roll-off passenger vessels 
and a  directive concerning the  enforcement,  in 
respect of shipping using Community ports and 
sailing  in  the  waters  under the  jurisdiction of 
the  Member  States,  of  international  standards 
for  ship  safety,  pollution  prevention and  ship-
board living and working conditions (port State 
control), and reached agreement in principle on 
adoption  of  a  directive  on  marine  equipment 
with a view to improving its safety performance. 
The Council agreed on a resolution on short sea 
shipping. 
The Council also studied the first report on im-
plementation  of  the  regulation  applying  the 
principle of freedom to provide services to mar-
itime transport within Member States. 
I.  Sectoral policies 
(i)  Social  policy 
The  Council  adopted  a  directive  amending the 
minimum safety and health requirements for the 
use of work equipment by workers. The text lays 
down, in particular, the employer's obligation to 
ensure that work equipment is  checked  on  in-
stallation and after each assembly and that er-
gonomic principles are fully taken into consider-
ation  when  applying  the  minimum  safety  and 
health requirements. 
The  Member  States  coordinated  their positions 
in  preparation for  the  World  Summit for  Social 
Development (Copenhagen), the 82nd session of 
the  International  Labour  Conference  (Geneva) 
and the fourth World Conference on Women held 
in  Beijing from 4  to  15  September 1995. In  the 
context of the  follow-up  to  the  Beijing  Confer-
ence, the Council examined in particular the in-
tegration  of  the  principle  of equality  between 
men and women into all  the  policies  and  pro-
grammes of the European Union and the Member 
States (mainstreaming principle). 
In  the  sphere  of equal  opportunities  for  men 
and women, the Council and the representatives 
of the governments of the Member States, meet-
ing within the Council, adopted a  resolution on 
the image of women and men portrayed in ad-
vertising and the media. For its part, the Council 
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participation  of  women  and  men  in  decision-
making and, on 22 December, a decision on the 
fourth  medium-term  Community  action  pro-
gramme on equal opportunities for women and 
men (1996-2000). 
For  the first  time,  in  the context of the agree-
ment annexed to the protocol on social policy to 
the Treaty, agreement was reached between the 
social partners on the draft directive on the pos-
sibility  of  reconciling  professional  and  family 
life  (parental  leave),  a  proposal  for  a  directive 
which has been under examination by the Coun-
cil for several years. 
In  the  sphere  of  social  security  for  migrant 
workers,  the  Council  adopted  two  regulations 
amending  Community  rules  as  a  result  of the 
changes in Member States' social security legis-
lation  or  in  order  to  improve  the  regulations 
concerned as a  result of experience acquired in 
implementing them. 
The Council and the representatives of the gov-
ernments of the Member States, meeting within 
the  Council,  adopted  a  resolution  on  the  fight 
against racism and xenophobia in  the fields  of 
employment and social affairs. The Council also 
adopted  a  resolution  on  the  transposition and 
application of Community social legislation. 
The dialogue with employers' and workers' rep-
resentatives was continued within the European 
Social Conference (Paris, 30 March 1995) and the 
Standing Committee on Employment. 
The Council and the representatives of the gov-
ernments of the Member States adopted a  reso-
lution on the employment of elderly workers. 
Finally,  the Council held a  policy debate on the 
social dimension of international trade. 
(ii)  Education 
The European Parliament and the Council adopt-
ed the  Community action programme Socrates, 
which  is  aimed at encouraging cooperation be-
tween Member States in the sphere of education 
by achieving nine specific objectives and which 
in substance takes over the earlier programmes 
in  the  educational  sphere  while  extending  its 
scope to teaching in schools with a budgetary al-
location  of  ECU  850  million  for  the  period 
1995-99. The CCEE,  Cyprus and Malta may par-
ticipate in this programme. 
The  Council  adopted  two  decisions  concluding 
agreements for  cooperation in  higher education 
and vocational  education and  training between 
the Community and the United States of America 
and Canada respectively. 
The European Parliament and the Council adopt-
ed a  decision proclaiming  1996 'European Year 
of Lifelong Learning', providing for information, 
awareness-raising and promotional actions to be 
undertaken during the European year. 
Finally,  the Council adopted conclusions on the 
importance  and  implications  of the  quality  of 
vocational training and a  resolution on improv-
ing  and  diversifying  language  learning  and 
teaching  within  education  systems.  It  also 
adopted conclusions on social participation as a 
factor  for  quality in  education prior to univer-
sity education. The Council and the representa-
tives of the governments of the Member States, 
meeting  within  the  Council,  adopteq  a  resolu-
tion on the response of educational systems to 
the problems of racism and xenophobia. 
(iii)  Youth 
The European Parliament and the Council adopt-
ed the third phase of the 'Youth for Europe' pro-
gramme,  which  covers  a  five-year  period 
(199  5-99) and provides for the expansion of ac-
tivities,  in  particular with  regard  to  youth  ex-
changes  between  the  Member  States  and  the 
training of youth workers,  with a  financial  ap-
propriation of ECU  126 million for its implemen-
tation. The CCEE,  Cyprus and Malta may partici-
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The Council further adopted two resolutions on 
cooperation  in  the  field  of youth  information 
and  studies  concerning  youth  and  on  cooper-
ation with third countries in the youth field. 
(iv)  Culture 
The  Council  adopted  its  common  position  on 
the programme to  support artistic and cultural 
activities (Kaleidoscope). 
The Council also adopted resolutions on culture 
and  the  multimedia,  cultural  cooperation  with 
the CCEE and the promotion of statistics on cul-
ture and economic growth. 
In the audiovisual sphere, the Council adopted two 
decisions on the second phase of the MEDIA  pro-
gramme (the first phase of which has been under 
way since 1991 ),  one on a programme to promote 
the development and distribution of European au-
diovisual works (MEDIA II-Development and dis-
tribution), the other on a training programme for 
professionals  in  the  European  audiovisual  pro-
gramme industry (MEDIA II-Training). The MEDIA 
programme has a budget of ECU  310 million for a 
period of five years (ECU  265 million for develop-
ment and distribution and ECU 45 million for train-
ing).  The two programmes are open to the CCEE 
and, on the basis of additional appropriations, to 
Cyprus,  Malta  and  EFTA  Member States that are 
parties to the EEA Agreement, and to cooperation 
by other third countries having concluded cooper-
ation agreements including audiovisual clauses. 
In  addition, at the end of the year the Commis-
sion submitted a  proposal for a  decision estab-
lishing a  European Guarantee  Fund  to promote 
cinema and television production. 
The  Commission  also  proposed  that  the  'tele-. 
vision  without  frontiers'  directive  be  amended 
to increase and update the legal certainty of the 
enacting terms. 
Finally,  the Council adopted conclusions on lin-
guistic diversity and pluralism in  the European 
Union. 
(v)  Public health 
In  line  with  the  1994  resolution on the frame-
work for Community action in the field of public 
health, action in 1995 focused on proposals con-
cerning priority action areas to  prevent certain 
major health scourges and diseases in general. 
The Council therefore adopted its common posi-
tion  on  proposals for  decisions  based on Arti-
cle 129 of the EC  Treaty concerning respectively 
an action plan to combat cancer, a programme of 
Community action on health promotion, informa-
tion,  education  and  training,  a  programme  of 
Community action on the prevention of AIDS and 
certain other communicable diseases, and a pro-
gramme of Community action on the prevention 
of  drug  dependence.  Those  programmes,  to 
which funding has been allocated, are to take over 
from  the  existing  programmes with a  five-year 
perspective (1996-2000). 
In  parallel with its legislative activity, the Coun-
cil adopted four resolutions on the aspects con-
cerning improvement of the supply of medicinal 
products  (resolutions  on  'orphan'  medicinal 
products and  non-proprietary (generic)  medici-
nal  products),  free  movement within  the  Com-
munity  (resolution  on  mutual  recognition  in 
Member  States  of the  validity  of medical  pre-
scriptions), protection of consumers of products 
affecting  health  (resolution  on  preparations  of 
medicinal plants and resolutions on blood self-
sufficiency and  the  safety of blood  and  blood 
products on which the Council adopted a  reso-
lution  following  the  communication  submitted 
by the Commission in December 1994). 
Finally,  the  Council  reaffirmed  the  need  to  in-
corporate  health  protection  requirements  into 
Community policies. 
(vi)  Consumer protection 
In addition to adaptation, following enlargement 
of the Union, of the decision setting up a  Com-
munity  system  of  information  on  home  and 
leisure accidents which was adopted on the spe-
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measures to protect consumers were situated, in 
1995 in particular, in the context of approxima-
tion of national laws  with a  view to improving 
the operation of the internal market. 
The  Council  was  able  to  adopt  common  posi-
tions on two proposals for directives on the pro-
tection of consumers in respect of contracts ne-
gotiated at a distance and comparative advertis-
ing respectively. 
The Commission also submitted a proposal for a 
directive on indication of the prices of products 
offered to consumers. 
With  a  view  to future  discussions,  the Council 
asked  the Commission,  in  three  resolutions,  to 
draw up a situation report on products present-
ed as being beneficial  to  health and  to  assess 
what, if any, was the need for Community initia-
tives in the field of consumer education and in-
formation  and  consumer  credit  following  the 
Commission report on the application of exist-
ing Community legislation in this field. 
(vii)  Industry 
In  199  5,  discussions  concerning  European  in-
dustry's competitiveness continued on the basis 
of a  Commission action  programme for  imple-
menting initiatives announced in the communi-
cation  on  an  industrial  competitiveness  policy 
for  the  European  Union.  In  this  context,  the 
Council  adopted  several  conclusions  and 
reached  a  preliminary  agreed  position  on  the 
proposal for a decision implementing a Commu-
nity action  programme  to  strengthen the  com-
petitiveness of European industry. 
The Council also agreed to the text of a  resolu-
tion on SMEs  and technological innovation. 
On  the basis of a  communication submitted by 
the Commission after the Essen European Coun-
cil,  the Council adopted conclusions emphasis-
ing  the  need  for  increased  industrial  coope-
ration  between  the  European  Union  and  the 
CCEE  to restructure and modernise their indus-
try.  It  also agreed to conclusions concerning in-
dustrial  cooperation  with  other  regions  and 
third countries, in particular with a view to de-
veloping  industrial  cooperation  within  the 
framework  of Euro-Mediterranean  policy,  in  ac-
cordance with the conclusions of the  European 
Council meetings in Corfu, Essen and Cannes. 
In April 199  5, the Council decided to conclude the 
agreement between the  European  Communities 
and the Government of the United States of Amer-
ica concerning application of competition rules. 
Shipbuilding 
At  its  meeting in  November  1995,  the  Council 
reached  agreement  in  principle  on  a  proposal 
for a regulation concerning aids to shipbuilding, 
which should enable the Community to meet its 
obligations  under  the  international  agreement 
concluded within the OECD  framework concern-
ing normal competitive conditions in  the  ship-
building and repair industry. 
Community steel industry 
In  the context of the process of monitoring aid 
to the steel industry, the Council examined the 
half-yearly  reports  from  the  Commission  con-
cerning rigorous monitoring of State aid which 
had been authorised in  December 1993. In  No-
vember  1995  the  Council  also authorised State 
aid for  1995-2000 for an Austrian steel under-
taking with a view to its gradual closure. 
(viii)  Regional policy and economic and 
social cohesion 
To  deal with certain special difficulties faced by 
Portugal  as  a  result  of  the  1993  GATT  agree-. 
ments, the Council decided to grant Community 
financial  assistance  for  a  reference  amount of 
ECU  400 million at 1994 prices to Portugal for a 
specific programme for modernising the textile 
and garment industry for 1995-99. 
In  the context of Community support for promot-
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most remote  regions,  the Council  approved two 
regulations  concerning respectively aid financed 
by the EAGGF  Guarantee Section for producers of 
fishery products in the Azores, Madeira, the Canary 
Islands and the French Department of Guiana and 
extension or adjustment of certain specific agricul-
tural measures decided on by the Council in 1991 
for the benefit of the French overseas departments. 
(ix)  Research and technological 
development 
After  adoption  in  1994  of the  framework  pro-
grammes and the  various  specific  programmes 
for  the  period  1994-98,  action  in  this  field  in 
1995  focused  on consolidating this  policy and 
on certain specific measures. 
The Council adopted a common position on ad-
justment of the EC  and Euratom framework pro-
grammes  as  a  result  of  enlargement  of  the 
Union,  with a  total  increase of 6.5  % (ECU  800 
million)  divided  across  the  board  between  the 
various programmes. 
At  the  same time,  the Council adopted conclu-
sions  on coordination of R &  D policies and a 
further resolution on CREST (Scientific and Tech-
nical  Research Committee) in order to adapt its 
terms of reference to  the current requirements 
of Community R & D policy. 
In the field of international cooperation, the Coun-
cil agreed to Community participation in INTAS (In-
ternational Association for the Promotion of Coop-
eration with Scientists from the new independent 
States of the former Soviet Union) being extended 
for the entire period covered by the fourth frame-
work programme (1994-98). The Council also in-
structed the Commission to negotiate a multilat-
eral  agreement with  several  industrialised third 
countries in the field of intelligent manufacturing 
systems (IMS).  Conclusions were also adopted on 
the progress of the ITER project (the international 
thermonuclear experimental reactor). 
With  regard to  bilateral scientific and technical 
agreements, the Council agreed to the signing of 
such an agreement with Canada. 
In  the framework of the structured dialogue with 
the  CCEE,  the Union's  research  ministers  held a 
meeting with their counterparts in those countries. 
It  should  finally  be  pointed  out  that  COST,  in 
which  2 5  European  countries  now  participate, 
has continued to provide a framework for R & D 
cooperation  enabling  national  research  efforts 
to  be  coordinated  at  pan-European  level  with 
12 2 actions under way. 
(x)  Environment 
To  a  greater extent than in  1994, international 
activities occupied an important place in  envir-
onment policy action, bearing witness to the im-
portance the Union attaches to cooperation with 
its  partners,  which  is  essential for  achieving a 
solution  to  increasingly  global  environmental 
problems. 
The  Community thus  played a  decisive  role  at 
the third conference of the parties to the Basle 
Convention  on  the  Control  of  Transboundary 
Movements of Hazardous Wastes and at the sev-
enth conference of the  parties to  the  Montreal 
Protocol  on  substances that deplete  the  ozone 
layer.  In  the context of the follow-up  to the Rio 
Summit (1992), the Community position was de-
cisive  in  ensuring that  the  first  conference  of 
the parties to the Convention on Climate Change 
decided to draw up a protocol or other legal in-
strument on limitation and reduction of green-
house gas emissions and that the second confer-
ence of the ·parties to the Convention on Biolog-
ical  Diversity decided to draw up a  protocol on 
biological safety. 
The Council continued its action to protect the 
environment  in  the  countries  of  central  and 
eastern Europe (CCEE)  and in the Mediterranean. 
In the context of the CCEE, the Union contributed 
greatly to the third pan-European Conference of 
Environment  Ministers.  With  regard  to  the 
Mediterranean, stress should be laid on the Com-
munity's participation in the ninth conference of 
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Protection of the Mediterranean Sea against Pollu-
tion and, in the context of the approach defined 
by the European Council in Cannes, the results of 
the  Euro-Mediterranean  Conference,  where  the 
priority to be given to the environment was af-
firmed and given concrete form in the work pro-
gramme adopted by that conference. 
Finally, attention should be drawn to the conclu-
sion  of the  Convention  on  the  Protection  and 
Use  of Transboundary Watercourses and Interna-
tional  Lakes  which  supplements the Communi-
ty's internal water policy stance. 
At  Community level, action focused on monitor-
ing  activities  involving  risks  for  human  health 
and the environment and on protecting specific 
environments (air and water) and flora and fauna. 
The first set of actions includes the common po-
sitions on the  proposal for a  directive on inte-
grated  pollution  prevention  and  control,  the 
proposal for a directive on the control of major-
accident  hazards  involving  dangerous  sub-
stances (Seveso  II) and the proposal for a direc-
tive  amending  the  directive  on  assessment  of 
the environmental impact of certain public and 
private projects. 
In the second set of actions, the proposal for a di-
rective  on  ambient  air  quality  assessment and 
management and the proposal for a decision es-
tablishing a  reciprocal  exchange of information 
and data from networks and individual stations 
measuring ambient air pollution within the Mem-
ber States, on which the Council adopted its com-
mon position, will eventually provide the Commu-
nity with a detailed legislative framework with re-
gard to air pollution. That framework will be sup-
plemented by a  specific  strategy to  combat the 
problem of acidification on which the Community 
adopted specific conclusions. The Council, more-
over, held detailed discussions on the approach to 
be adopted for a Community water policy. 
With  regard to flora and fauna, after four years 
of discussions,  the  Council  reached  a  common 
position on the proposal for a  regulation laying 
down  provisions  with  regard  to  possession  of 
and trade in  specimens of species of wild  flora 
and fauna. Those provisions are intended to en-
sure  better  implementation  of the  Washington 
Convention  on  International  Trade  in  Endan-
gered Species of Wild  Fauna and Flora (CITES). 
The  regulation  amending the  regulation  estab-
lishing a  financial  instrument for  the  environ-
ment  (LIFE  - 1996-99),  on  which  the  Council 
adopted  a  common  position,  will  enable  the 
European  Community  to  promote  measures  to 
protect the environment and nature in the Euro-
pean Union, as well  as in certain Mediterranean 
and Baltic third countries. 
The Council also adopted a directive on the lim-
itation of noise emitted by hydraulic excavators, 
rope-operated  excavators,  bulldozers,  loaders 
and excavator-loaders. 
With  regard  to  interinstitutional  relations,  it 
should  be  emphasised  that  in  1995,  due  to  a 
change in the main objective of the texts during 
the discussions, the Council suggested to the Par-
liament a change in the legal basis replacing the 
co-decision procedure by the cooperation proce-
dure for  three proposals (landfill  of waste, dis-
posal  of PCB/PCT  and  trade  in  wild  flora  and 
fauna). Those changes were accepted by the Par-
liament, which enabled the Council to adopt com-
mon positions concerning the proposal for a di-
rective on the landfill of waste and the proposal 
for a directive on the disposal of PCB and PCT. 
(xi)  Energy 
The  year  1995  was  essentially marked by pro-
ceedings with a view to establishing the internal 
energy market in electricity and by the continu-
ation of activities aimed at setting up trans-Eu-
ropean electricity and natural gas networks. 
In  the  field  of  energy  efficiency,  the  Council 
reached agreement on the substance of the com-
mon position on a proposal for a directive of the 
European  Parliament and of the Council  in  the 
field  of  energy-efficiency  requirements  for 
household refrigerators. 
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In the light of the Green Paper from the Commis-
sion entitled 'For a  European Union energy pol-
icy',  the  Council adopted a  major resolution in 
this context. On that basis, the Commission sub-
mitted to the Council a White Paper containing re-
flections on Community energy policy guidelines. 
With  regard to  external relations in the field  of 
energy,  the  Council  adopted a  position on  the 
progress of proceedings on the Energy Charter, 
particularly those concerning the  second Char-
ter Treaty for  the  protection of investments at 
the pre-investment stage. 
The Council continued its legislative proceedings 
with a view to maintaining a high level of protec-
tion against radiation in the European Union.  In 
this context, it adopted a regulation extending un-
til  the year 2000 the  provisions concerning the 
conditions  governing  imports  of  agricultural 
products originating in third countries following 
the accident at the Chernobyl nuclear power sta-
tion.  Moreover,  substantive  agreement  was 
reached on updating the directive laying down the 
basic safety standards for  the protection of the 
health of workers and the general public against 
the dangers arising from ionising radiation. 
The European Atomic Energy Community's bilat-
eral  and  multilateral  relations  were  strength-
ened. The Council adopted a decision approving 
the signing by the Commission of a new nuclear 
cooperation agreement with the United States to 
replace the existing agreement, which expired at 
the end of 1995. 
The  Council  also adopted negotiating directives 
concerning agreements in the fields of thermonu-
clear fusion and nuclear safety with Kazakhstan 
and  Ukraine  and  negotiating  directives  for  an 
agreement  for  cooperation  with  Argentina  on 
the peaceful uses of nuclear energy. 
(xii)  Civil protection 
In  the  context of Article  3(t)  of the  EC  Treaty, 
which  mentions  the  possibility  of  adopting 
measures  in  the  sphere  of  civil  protection, 
the Council  received  a  proposal for  a  decision 
establishing a  Community action programme in 
the field of civil protection, which it has started 
examining. 
j.  justice and home affairs 
Further  to  the  request  made  by  the  European 
Council  in  Brussels,  the  Council  submitted  for 
the second time a report on achievements in the 
field of justice and home affairs in 1995. 
At a general level, the Council held a discussion 
on the structure and operation of the third pillar 
and  identified a  number of adjustments which 
could  improve  efficiency  in  the  short  term. 
Adoption by the Council of a document entitled 
'Better use of the instruments in Title  VI  of the 
Treaty  on  European  Union'  contributed  to  im-
proving the operation of the third pillar. 
The  Council  formally  adopted  a  joint  action 
defining measures which  could  be  financed  on 
the  basis of Article  K.8  of the Treaty on Euro-
pean Union out of the appropriation of ECU  5.2 
million in the 1995 budget and defined in a de-
cision  the criteria governing eligibility and the 
procedure for the selection of projects. 
Pursuant  to  Article  K.6  of the  Treaty  on  Euro-
pean  Union,  the  French  and  Spanish  Presiden-
cies ensured that the European  Parliament was 
regularly  informed  of  proceedings  under  the 
third  pillar  and  consulted  on  a  number  of 
subjects. 
Efforts  were  made  to  achieve  greater transpar-
ency of proceedings under Title VI.  The Council 
therefore adopted a  decision  concerning publi-
cations of acts in the field of asylum and immi-
gration providing for  publication of a  series of 
earlier  decisions.  At  that  meeting,  the  Council· 
agreed  on  a  statement  stipulating  that  acts 
adopted in this area in the future would in prin-
ciple be published. The Council also held a pub- . 
lie discussion on the draft convention on matri-
monial  matters  (Brussels  II)  at  its  meeting  on 
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In  the field  of relations with  third countries, a 
structured dialogue was initiated with the appli-
cant  countries  such  as  the  CCEE,  Cyprus  and 
Malta,  comprising two  meetings with the minis-
ters of the CCEE  and one with the ministers of 
Cyprus and Malta. A major part of the actions re-
sulting  from  the  New  Transatlantic  Agenda 
signed  on  3  December  199 5  concerns  cooper-
ation in  combating organised  crime,  terrorism, 
drug trafficking,  immigration,  asylum and judi-
cial  cooperation.  The  declaration  adopted  in 
Barcelona at the  Euro-Mediterranean  Conference 
likewise  provides  for  actions  in  particular  to 
combat illegal immigration (readmission clauses), 
terrorism  and  drug  abuse.  At  ministerial  level, 
troika meetings were held with the United States, 
Canada,  Norway,  Switzerland,  Morocco  and  the 
Andean Group. 
(i)  Asylum and immigration 
The  Council  agreed  to  a  resolution concerning 
minimum  guarantees  to  be  offered  by  asylum 
procedures and agreed in principle to a common 
position  concerning  harmonised  application  of 
the definition of refugee within the meaning of 
Article lA of the Geneva Convention- a subject 
to  which,  given  its  complexity,  Council  bodies 
have  devoted  their attention for  several years. 
Progress was  also made with regard to ratifica-
tion  of the  Dublin  Convention on determining 
the State responsible for examining applications 
for asylum lodged in one of the Member States 
of the European Communities. 
With  regard to admission,  the Council  formally 
adopted a resolution on burden-sharing with re-
gard  to  the  admission  and  residence  of  dis-
placed persons on a temporary basis and agreed 
in  principle to a decision on an alert and emer-
gency procedure for burden-sharing with regard 
to the admission and residence of displaced per-
sons on a  temporary basis, which supplements 
the above resolution. It  also agreed in principle 
to a resolution on the status of third-country na-
tionals residing on a long-term basis in the ter-
ritory  of  the  Member  States  of  the  European 
Union  and to a  decision on monitoring the im-
plementation  of  texts  concerning  admission 
adopted by the Council. 
With  regard to expulsion, a recommendation on 
the guiding principles to be followed in drawing 
up protocols on the implementation of readmis-
sion  agreements  was  formally  adopted  by  the 
Council and it agreed in principle to two recom-
mendations, one on harmonising means of com-
bating  illegal  immigration  and  illegal  employ-
ment and improving the relevant means of con-
trol and the other on concerted action and coop-
eration in carrying out expulsion measures. 
The Council also agreed in principle to readmis-
sion clauses which may be  included where ap-
propriate in joint agreements which may be con-
cluded  by  the  European  Community  and  its 
Member States, of the one part, and third coun-
tries, of the other part. 
With regard to visas, the Council formally adopt-
ed the regulation laying down a uniform format 
for visas and a regulation determining the third 
countries  whose  nationals  must  be  in  posses-
sion of a  visa when  crossing the  external  bor-
ders  of  the  Member  States.  The  Council  also 
reached agreement in principle on a joint action 
on airport transit arrangements. It also agreed in 
principle to a recommendation concerning local 
consular cooperation regarding visas. 
(ii)  Police and customs cooperation 
The major event in police and customs coopera-
tion was  the adoption of the Council act estab-
lishing the Convention,  based on Article  K. 3 of 
the Treaty on European Union, on the Establish-
ment of a  European Police  Office  (Europol  Con-
vention),  intended to facilitate  the  exchange of 
information  between  the  police  forces  of  the 
Member  States  of  the  Union  and  to  analyse 
crime, its objective being to prevent and combat 
terrorism,  drug  trafficking  and  other  serious 
forms of international crime where there are fac-
tual  indications  that  an  organised  criminal 
structure is involved and that two or more Mem-
ber States are affected. 
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The European Council recommended that every 
effort be made formally to adopt and implement 
that convention at the earliest opportunity after 
ratification  by  the  national  parliaments.  It 
agreed to settle the  question of any powers to 
be allocated to the Court of justice of the Euro-
pean Communities at its june  1996 meeting at 
the  latest.  Meanwhile,  the  Council  agreed  in 
principle to the draft rules of procedure of the 
management board. 
The Council also adopted a resolution on the in-
ternational specifications concerning the lawful 
interception of telecommunications. On  23  No-
vember 1995 the 15  Member States and Norway 
signed a memorandum of understanding on the 
lawful  interception  of  telecommunications 
which remains open for signature by other third 
countries,  in  particular  the  members  of  the 
Quantico  Group  (United  States,  Australia,  Can-
ada and Hong Kong). 
On  26 july 1995 the Council adopted the act es-
tablishing the convention concerning the use of 
information  technology  for  customs  purposes 
(CIS  Convention),  which  was  signed  the  same 
day by the  Union  Member States.  The  customs 
information system is designed to help prevent, 
identify and prosecute serious violations of na-
tional  legislation  by  establishing  a  system  of 
rapid information exchange to make customs co-
operation and monitoring procedures more effi-
cient. This national legislation covers inter alia 
illegal  drug  trafficking  and  prohibitions  or  re-
strictions  on  the  import,  export  or  transit  of 
goods referred to in Articles 36 and 223  of the 
EC  Treaty. 
With  a  view  to  combating  customs  fraud  and 
drug  trafficking,  the  Council  decided  to  carry 
out joint customs  inspection operations at the 
external frontiers of Member States of the Union. 
As  part of the measures for  greater security at 
external  borders,  the  customs authorities  have 
for several years conducted a number of opera-
tions  to  inspect  air  passengers  and  airfreight, 
as  well  as  a  temporary  operation  to  inspect 
shipping. 
The  assessment  of  the  external  and  internal 
threat posed by terrorism to the Member States 
of  the  Union  was  given  six-monthly  examina-
tion. The Council emphasised the importance of 
cooperation between the Member States for com-
bating  terrorism.  The  Council  conclusions  of 
2 5 September 199  5 and the La  Gomera De clara-
tion  on  terrorism,  adopted  on  23  November 
1995, express the Council's firm resolve to step 
up operational anti-terrorist measures. 
A report on drugs was submitted to the European 
Council in Madrid providing for detailed measures 
for controls at external frontiers and within the 
Union, combating money laundering, preventing 
the diversion of precursors, training and judicial 
cooperation. By means of a joint action, the Coun-
cil confirmed and extended the terms of reference 
of the Europol Drugs Unit (EDU) with a view to in-
cluding illicit trafficking in drugs and nuclear and 
radioactive  substances,  illegal  immigration  net-
works and illicit trafficking in motor vehicles, in-
cluding the criminal organisations involved and 
associated money-laundering activities. 
Agreements on precursors within the framework 
of the  Treaty  on  European  Union  between  the 
European Community and the five  Andean Pact 
countries were  signed in  Madrid  on  18  Decem-
ber 1995. These agreements will  also boost the 
strategy for  anti-drug cooperation between the 
European Union and Latin America. 
With  regard to organised crime, when adopting 
reports covering 1993 and 1994 respectively, the 
Council pointed out that organised crime was a 
threat to all the countries of the European Union 
which would affect the normal operation of eco-
nomic, political and social institutions, and con-
cluded that it was  necessary to step up opera-
tional measures. 
(iii)  judicial cooperation in criminal and 
civil matters 
With  regard  to  criminal  matters,  the  Council 
adopted an act aimed at drawing up a  conven-
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between  the  Member  States  of  the  European 
Union  in  order to  facilitate  proceedings where 
the person claimed consents. The Member States 
signed  the  convention  on  the  same  day.  The 
Convention  on  the  Protection  of the  European 
Communities' Financial Interests was also drawn 
up by the Council and signed by the representa-
tives of the Member States. 
Taking account of the conclusions of the Euro-
pean Council in Cannes and the report from the 
Consultative Commission on Racism  and Xeno-
phobia, certain measures to be taken to combat 
racism  and  xenophobia  were  proposed  within 
Council  meetings  Uustice  and  home  affairs, 
labour and social affairs and education) and the 
consultative commission. The European Council 
in Madrid was informed of the results achieved 
within the various Council bodies concerning this 
strategy  and  requested  that  a  joint  action  be 
adopted concerning action to combat racism and 
xenophobia, in the light of, amongst other things, 
the study of national legislation on the subject, in 
order to  facilitate  international judicial cooper-
ation in combating racism and xenophobia. 
In  the context of combating international organ-
ised crime, the Council adopted a resolution on the 
protection of witnesses and a programme of action 
aimed at establishing cooperation with the associ-
ated countries in combating this form of crime. 
With  regard to judicial cooperation in civil mat-
ters, the Council instructed the appropriate bod-
ies  to  continue discussions on a  draft conven-
tion  on  jurisdiction,  recognition  and  enforce-
ment of judgments relating to the invalidity of a 
marriage, divorce and legal separation (Brussels 
II),  providing for  inclusion  in  the  scope of the 
convention of the exercise of parental authority 
over the children of both spouses at the time of 
the dissolution of the marriage. The Council al-
so agreed to a joint approach with regard to the 
drafting of a convention on the recognition and 
enforcement of foreign  judgments in  civil  and 
commercial  matters  within  the  framework  of 
The  Hague  Conference.  The  Council  also  gave 
the appropriate forums all latitude to draw up a 
convention  on  the  simplified  service  of  court 
documents. 
On  the basis of Article 220 of the EC  Treaty and 
in  connection with  the  measures for  achieving 
the  internal  market,  the  Convention  on Insolv-
ency Proceedings was  opened for  signature  on 
23  November 1995. 
Finally,  draft  conventions  enabling  the  three 
new Member States to accede to the 1968 Brus-
sels Convention on jurisdiction and the Enforce-
ment of judgments and the 1980 Rome  Conven-
tion on the Law Applicable to Contractual Oblig-
ations will be examined shortly. 
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II.  EXTERNAL  POLICIES  - CFSP 
A.  Pre-accession strategy 
At  its meetings in Cannes and Madrid,  the Euro-
pean  Council  confirmed  that  accession  negoti-
ations  for  Malta  and  Cyprus  would  begin  six 
months after the completion of the 1996 Intergov-
ernmental Conference, taking into account the out-
come  of  the  conference.  The  Madrid  European 
Council expressed the hope that the first phase of 
the negotiations with the CCEE would coincide with 
the start of negotiations with Cyprus and Malta. 
For the CCEE, the European Council confirmed the 
need to  make  proper preparations for  enlarge-
ment on the basis of the criteria established in 
Copenhagen and under the pre-accession strat-
egy  set  out  in  Essen.  This  strategy,  which  the 
European Council regards as a contribution to se-
curity and stability in Europe, will have to be in-
tensified  in  order to  create  conditions  for  the 
gradual, smooth integration of those countries, in 
particular through the development of a market 
economy,  democracy,  human rights,  building a 
society based on the rule of law,  respect for and 
protection of minorities, the adjustment of their 
administrative structures and the creation of a 
stable economic and monetary environment. 
Taking  note  of the Commission  reports on the 
impact of enlargement on European Union poli-
cies, on alternative strategies in agriculture and 
on the development of the  pre-accession strat-
egy for  the associated countries of central and 
eastern Europe, the European Council asked the 
Commission to  amplify upon its assessment of 
the impact of enlargement on Community poli-
cies,  particularly as  regards  agricultural  policy 
and  structural  policies.  The  European  Council 
would  continue  its  appraisal  at  forthcoming 
meetings on the basis of Commission reports. 
A  number  of countries  of central  and  eastern 
Europe  submitted  their  applications  for  mem-
bership of the European Union in 1995, in addi-
tion to Hungary and Poland,  which  had  lodged 
their applications in 1994. The Council decided, 
on 1  7 july for Romania and Slovakia, on 30 Oc-
tober for Latvia and on 4 December for Estonia, 
to set in motion the procedures laid down by Ar-
ticle  0  of the Treaty on European Union,  which 
requires  consultation  of  the  Commission  and 
the assent of the European Parliament. Bulgaria 
and  Lithuania  then  also  submitted  their  mem-
bership  applications  at  the  European  Council 
meeting in Madrid. 
The European Council asked the Commission to 
press ahead with preparation of its opinions on 
the applications  submitted, with a  view  to for-
warding them to the Council as soon as possible 
after  the  completion  of the  Intergovernmental 
Conference,  and  to  begin  preparing a  compre-
hensive  document on enlargement. This  proce-
dure  ensures equal  treatment for  all  applicant 
countries. 
After  the  completion  of the  Intergovernmental 
Conference and in  the light of its outcome and 
of  the  Commission  reports  and  opinions  re-
ferred  to above,  the Council will  at the earliest 
opportunity take  the decisions required for  the 
opening of accession negotiations. 
B.  Common foreign and security 
policy 
In  1995,  common  foreign  and  security  policy 
(CFSP)  was able to put more focus on topics of 
common interest, with a view to adopting joint 
action,  since  organisational  matters,  including 
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institutions  and  the  Western  European  Union, 
had  been  resolved  the  previous  year  and  a 
modus operandi had been arrived at on financ-
ing.  The  accession of three new Member States 
lent EU  foreign policy a further dimension. 
In  terms of activities, nine joint actions were de-
cided on (three of them to supplement and two 
to amend actions undertaken the year before or 
even,  in  the  case  of  Bosnia  and  Herzegovina, 
upon entry into force  of the Treaty  in  the last 
quarter  of  1993).  Thirteen  common  positions 
were  adopted  (five  of them  supplementing  or 
extending positions determined in  1994). 
With  regard  to  the  CFSP's  operation and  meth-
ods,  the Council  adopted,  on  12  June,  a  docu-
ment on the Council's working methods and the 
Union's  external  relations,  which  contains  pro-
posals for improvements. 
(i)  Human rights 
Respect for  and protection of human rights re-
main the foundation of Union policy, both with-
in  the Union and in  its dealings with the other 
countries of the world. 
In accordance with the development cooperation 
objectives of the EC Treaty and the provisions of 
Title  V of  the  Treaty  on  European  Union,  the 
Union  has continued its policy in  pursuance of 
universal  observance of human rights,  consoli-
dation of democracy and the rule of law.  Point-
ing to the importance, across the Union, of com-
bating  racism  and  xenophobia,  the  European 
Council  in  Cannes  welcomed  the  work  carried 
out by Council  bodies and by the consultative 
commission set up by  the European Council  in 
1994, in Corfu. It asked that commission to con-
tinue  its  work in  order to  consider,  in  cooper-
ation with the Council of Europe, the feasibility 
of a  European monitoring centre on racism and 
xenophobia. 
Establishing  human  rights  as a  major  plank in 
its  common  foreign  and  security  policy,  the 
Union continued its action directed at countries 
in which serious breaches of democratic princi-
ples and human rights persist. For that purpose, 
firstly,  it made confidential representations and 
published  declarations  condemning  such  prac-
tices  and,  secondly,  in  some  cases  combined 
those responses with measures such as amend-
ment of the content of cooperation programmes, 
postponement of signings  required for  the im-
plementation of agreements or cooperation pro-
grammes and  even  suspension of cooperation, 
while  seeing  to  it  that  the  population  of  the 
country  concerned  did  not  suffer  as  a  result. 
The  Council  accordingly  adopted  conclusions 
concerning human rights clauses in Community 
agreements  with  non-member  countries.  The 
suspension  mechanism  approved  in  this  way 
forms  a  corollary  to  the  Union's  policy  and 
practice. 
The Union also showed the importance that it at-
taches to observance of human rights and dem-
ocratic  principles  by  contributing  to  the  pro-
ceedings  of the  relevant  international  organis-
ations and forums and calling for an increase in 
the resources earmarked by the  UN  for  protec-
tion of human rights. In  addition, the Union has 
striven  in  its  contractual  relations  with  other 
States for  recognition of the principle of social 
development and in particular the promotion of 
basic social rights. 
(ii)  Security 
The Council embarked upon consideration of the 
new European security architecture with the aim 
of ensuring that the development of that archi-
tecture strengthens peace, stability and security 
throughout the continent and that, with that end 
in  view,  the institutions with  responsibility for 
security  are  mutually  reinforcing.  In  this  con-
nection the involvement of the countries of cen-
tral and eastern Europe with CFSP  activities, in-
cluding security matters, is  a factor making for 
their integration into that new European securi-
ty architecture. The same is  true of the Union's 
active  contribution  to  the  OSCE  exercise  on  a 
common and comprehensive security model for 
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Throughout the year,  Member  States continued 
to engage in regular consultation in order to en-
sure consistency and unity in  the  presentation 
of their positions and in  the  conduct of Union 
activities on the international stage. 
The basic aim of the Union's joint action, adopt-
ed  by  the  Council  ahead  of the  conference  of 
States  parties  to  the  Nuclear  Non-Proliferation 
Treaty,  was  achieved  with  the  adoption by  the 
conference of the decision to extend the Treaty 
indefinitely. The Union also committed itself to 
the conclusion, by june 1996, of a  comprehen-
sive nuclear test-ban treaty and a treaty banning 
the  production  of  fissile  material  for  nuclear 
weapons. 
In  preparation for  the conference to review the 
1980 Convention on the Use  of Certain Conven-
tional  Weapons,  commonly  referred  to  as  'inh-
uman' weapons, the Council adopted a joint ac-
tion  concerning  anti-personnel  mines.  In  the 
same  connection,  the  Council  also  adopted  a 
common 
weapons. 
position  concerning  blinding  laser 
In  accordance with the conclusions of the Brus-
sels European Council of 29  October 1993 and 
in  full  compliance  with  the  provisions  of the 
Treaty,  the  Union  continued  to  cooperate 
closely with the WEU  in a  number of appropri-
ate areas. 
Amendments were  made to  the integrated  sys-
tem for the control of exports of dual-use goods, 
adopted in 1994, in order to defer the date of in-
troduction of the system until 1 july and also to 
make allowance for  the Union's  enlargement to 
take in Austria, Finland and Sweden and for New 
Zealand's  membership of the  Nuclear Suppliers 
Group.  On  4  December  the  Council  reached 
agreement  in  principle  on the  updating of the 
arrangements established in 1994. 
(iii)  Political dialogue 
Political  dialogue  has been stepped up and ex-
panded under the CFSP  in order to increase the 
Union's presence and influence in relation to its 
outside  partners.  The  inclusion  of  a  political 
component  in  an  increasing  number  of agree-
ments  concluded  or  under  negotiation  with 
countries or groups of countries has turned po-
litical dialogue into one of the main channels for 
putting  into  practice  the  guidelines  and  strat-
egies established under the CFSP. 
The  'structured  dialogue'  with  the  CCEE,  also 
embracing Cyprus and Malta,  is  more of a  pre-
accession and association strategy than a  polit-
ical  dialogue  proper.  In  1995  the  Union  main-
tained  institutionalised political  dialogues with 
a  number of countries from all  continents, with 
regional  organisations and also  under the  aus-
pices of a  number of association councils. Such 
dialogue  operates on a  number of levels  (sum-
mits, ministerial meetings, meetings of political 
directors and working parties). 
(iv)  International organisations and 
conferences 
United Nations 
The  Union played an active part in  the various 
aspects  of  consideration  of  the  future  of  the 
United Nations, an exercise marking the 50th an-
niversary  of  the  United  Nations  Charter.  In 
Cannes,  the European Council,  firstly,  solemnly 
reaffirmed  the  Union's  attachment to  the  aims 
and principles of the charter and again pledged 
its commitment to serve the ideals and action of 
the United Nations and, secondly, pointed to the 
willingness of the Union,  which is far and away 
the prime financial  contributor,  the  prime sup-
plier of troops for peacekeeping operations and 
the prime donor of multilateral development aid 
and  humanitarian  aid,  to  maintain  its  support 
for the organisation. 
At  the  50th  United  Nations  General  Assembly, 
the President-in-Office of the Council in particu-
lar reiterated the Union's commitment to United 
Nations peacekeeping activities and highlighted 
the  need  to  improve  coordination between the 
United  Nations  and  regional  organisations.  On 
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Nations and its Member States to  continue and 
step up the reform programme under way,  par-
ticularly with the aim of more appropriately tai-
lored  UN  structures and institutions.  Lastly,  he 
expressed concern at the serious financial crisis 
affecting  the  UN  and  urged  all  of  its  Member 
States  to  honour  their  financial  obligations  in 
full, on time and unconditionally. 
Organisation for Security and Cooperation 
in Europe (OSCE) 
On  the  20th anniversary of the  signing of the 
Helsinki Final Act,  the Union published a declar-
ation reaffirming its belief that the OSCE,  bring-
ing together all European States plus the US  and 
Canada, is the only organisation in a position to 
play an important role in the establishment of a 
united, stable and secure Europe. In  Madrid, the 
European Council restated the Union's intention 
of making an active contribution to the strength-
ening of the OSCE. 
In implementation of the decisions taken at the 
Budapest  Summit,  which  converted  the  CSCE 
into an organisation, the Union played an active 
part in the proceedings of the Permanent Coun-
cil  and  other  OSCE  bodies.  In  order  to  con-
tribute to the strengthening of collective secu-
rity in  Europe on the basis of OSCE  principles, 
the  Union  made  a  major  contribution  to  the 
drawing-up  of a  common  and  comprehensive 
security model for Europe  in  the 21st century. 
The  OSCE  Ministerial  Council  meeting  in  Bu-
dapest on  7 and 8  December saw the decision 
to establish an OSCE  mission for peace, democ-
racy  and  stability  in  Bosnia  and  Herzegovina, 
under the  Dayton Agreement  concerning elec-
tions,  human  rights  monitoring,  arms  control 
and confidence-building and security measures 
in former Yugoslavia. 
As  part  of  preventive  diplomacy  and  peace-
keeping, the Union supported in  particular the 
OSCE's  efforts in the Chechen crisis, the negoti-
ations  on  Nagorno-Karabakh  in  the  Minsk 
Group and the organisation's preventive diplo-
macy missions. 
Stability Pact 
The  Stability Pact,  the  Union's  first  exercise  in 
preventive  diplomacy,  was  concluded  at  the 
Conference on Stability in  Europe,  attended by 
52  countries in Paris on 20 and 21  March  1995. 
That conference also marked the completion of 
a  set of negotiations structured on the basis of 
two  round tables, one for the Baltic  region and 
another for the other central and east European 
countries.  Meeting  seven times,  chaired  by the 
Union, those two round tables considered issues 
relating to borders and minorities as well  as to 
regional economic cooperation. 
The  Stability Pact,  comprising a  political decla-
ration  and  a  list  of  bilateral  agreements  and 
arrangements, was submitted, at the Paris Con-
ference  held  under  Union  auspices,  to  the 
Organisation  for  Security  and  Cooperation  in 
Europe  (OSCE),  which  is  to  monitor  it  with 
the Union's active support. 
c.  Former Yugoslavia 
The  Union  has played a  major role,  commensu-
rate with its interests in  the region and its con-
tribution  to  humanitarian  aid,  for  some 
ECU  1 600 million (including Member States' bi-
lateral contributions of which the Commission is 
aware), ECU  1 070 million of this in ECHO-funded 
projects and programmes, the Union  has on its 
own put up 66 % of all  the assistance supplied 
by the international community since the begin-
ning of the crisis. 
The Union  has also made a crucial contribution 
to  the  efforts  of the  international  community, 
particularly for  the  purposes  of harnessing all 
initiatives,  under  United  Nations  auspices,  in 
liaison with the  US  and the  Russian  Federation 
and via the contact group, aimed at a  political 
settlement of the crisis. 
Looking to the longer term, the Union wishes to 
establish lasting relations with the countries of 
the region once the conditions laid down in the 
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and  conclude  with  them  agreements  forming 
part of a  regional  approach.  Before  the  agree-
ments  are  concluded,  there  should  be  a  clear 
analysis of all the problems affecting the Union's 
relations with the  region and with each of the 
countries,  and  the  relevant  possibilities.  Such 
agreements  should  include  clear  political  and 
economic  conditions,  in  particular  respect  for 
human  and  minority  rights,  the  right  of  dis-
placed  persons  and  refugees  to  return,  dem-
ocratic institutions, implementation of political 
and  economic  reforms,  willingness  by  such 
countries to establish between them open rela-
tions based on cooperation, full compliance with 
the clauses of the peace agreement and, in  the 
case of the Federal Republic of Yugoslavia (Ser-
bia  and  Montenegro),  extensive  autonomy  for 
Kosovo within it. 
With  regard  to  Bosnia  and  Herzegovina,  the 
Union  continued implementing the joint action 
of 8 November 1993 on humanitarian aid. In  or-
der to  avoid  any risk of the  conflict  in  Bosnia 
and  Herzegovina  escalating  and  spreading 
throughout  the  region,  the  Union  also  main-
tained its opposition to any lifting of the arms 
embargo. For the time being, the administration 
of Mostar made an effective contribution to its 
reconstruction. In  the course of the peace talks 
in the United States, the Union,  represented by 
Mr  Carl Bildt,  reaffirmed its interest in the con-
stitutional framework for  Bosnia and Herzegov-
ina and  in  territorial  arrangements as  prior is-
sues  for  the  establishment of lasting  relations 
between the Union and Bosnia and Herzegovina. 
The  agreements initialled  in  Dayton  on 21  No-
vember and signed in Paris on 14 December bore 
out the line taken by the Union, whose contribu-
tion to international efforts has consistently been 
aimed at a just and lasting solution to the crisis in 
former Yugoslavia.  The Union  has continued to 
play a  key  role  at several international confer-
ences signalling the start of a  delicate stage of 
peacemaking and reconstruction in the region. 
The Union adopted a joint action concerning its 
participation in the structures to implement the 
peace  agreement  for  Bosnia  and  Herzegovina, 
providing in particular for up to ECU  10 million 
as the Union's contribution to operating expens-
es for the High Representative's mission, as part 
of equitable burden-sharing with other donors. 
Teams  from  the  ECMM  (European  Community 
Monitoring  Mission)  have  accordingly  been as-
signed  to  take  part  in  activities  by  the  OSCE 
electoral mission in Bosnia and Herzegovina, as 
the  Union's  contribution  to  the  success of the 
electoral process in that Republic. 
In  the case of Croatia, in the light of the positive 
developments in  the  spring,  particularly as  re-
gards the continued presence of United Nations 
forces, the Council authorised the opening of ne-
gotiations for the conclusion of a trade and coop-
eration agreement together with a financial pro-
tocol  and a  transport agreement and approved 
the extension of the Phare programme to Croatia. 
On a number of occasions, the Union voiced con-
cern at the worsening situation on the ground fol-
lowing  military  operations by the  Croatian  au-
thorities in the Krajina region and attacks by the 
Serbs against the Croatian capital and the Bihac 
pocket. On 4 August, on account of developments 
in the military situation in the Krajina region, the 
Union  decided  to  suspend  the  negotiations  in 
question as well as activities under the Phare pro-
gramme. Being particularly concerned at the in-
flux of refugees following the military offensive 
in the Krajina region, the Union demanded that 
Croatia respect in full the human rights of the re-
maining  Serb  population  groups  and  that  the 
Croatian authorities take all measures necessary 
to  allow  and  facilitate  the  voluntary  return  of 
refugees in dignity and safety. 
As  regards  the  Federal  Republic  of Yugoslavia 
(FRY),  the  Union  called,  in  the  Council  conclu-
sions of 30  and  31  October,  for  immediate  re-
spect for human rights in Kosovo and the grant-
ing of extensive autonomy for Kosovo within the 
FRY  and  for  minority  rights  in  Vojvodina  and 
Sandzak in particular. 
In  accordance  with  United  Nations  resolutions 
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the  FRY  (Serbia  and  Montenegro),  the  Union 
adopted three common positions concerning the 
extension of that suspension. Under the resolu-
tion allowing the export to the  FRY  of supplies 
needed to repair locks on the north bank of the 
Danube, the Union adopted a  common position 
concerning the suspension of trade restrictions 
in respect of such supplies. 
The European Union noted with approval the in-
terim agreement reached in New York on 13 Sep-
tember between Greece and the Former Yugoslav 
Republic  of  Macedonia  (FYROM)  inasmuch  as 
that agreement should contribute to stability in 
the region and help its economic development. 
The  Council  therefore  authorised  the  Commis-
sion to negotiate with the FYROM a trade and co-
operation  agreement  similar  to  the  existing 
trade and cooperation agreement with Slovenia 
and the proposed trade and cooperation agree-
ment with  Croatia.  It confirmed  its consent to 
the FYROM's  eligibility for the Phare programme. 
D.  European Economic Area -
Relations with the EFTA  States 
Following the accession of Austria,  Finland and 
Sweden to the European Union and the entry in-
to force of the Agreement on the EEA  for Liech-
tenstein, the European Economic Area (EEA)  now 
comprises the 15 Member States of the European 
Union, plus Iceland, Norway and Liechtenstein. 
Developments  in  connection  with  the  enlarge-
ment of the European Union provided the Union 
and EFTA  with an opportunity to flesh  out fur-
ther  the  framework  for  future  cooperation  be-
tween them in the EEA.  The Union and EFTA took 
the view that the main aim of future cooperation 
between  them  should  be  to  ensure  that  the 
Agreement on the European Economic Area con-
tinues to operate effectively and to provide a ba-
sis  for  dynamic,  homogeneous  relations  be-
tween the European Union and the  EFTA  States 
forming part of the EEA.  Both sides also agreed 
to step up political dialogue between them, un-
der the Agreement on the  EEA,  as  regards for-
eign policy issues of mutual interest. 
In  1995 the EEA Council held its third and fourth 
meetings.  At  those  meetings,  it  assessed  the 
overall  operation  and  the  development  of the 
Agreement on the EEA and looked into a number 
of specific issues such as the cumulation of ori-
gin rules in Europe. 
The accession of Austria, Finland and Sweden to 
the European Union, coupled with the implemen-
tation of the agricultural agreements concluded 
in  the  Uruguay  Round  of  multilateral  negoti-
ations,  made  it  necessary  to  adjust  the  trade 
agreements  concluded  by  Iceland,  Norway  and 
Switzerland with  the  Community.  The  relevant 
negotiations were successfully completed as re-
gards agricultural products and fishery products. 
For  processed  agricultural  products,  however, 
negotiations will have to continue into 1996. 
The European Union's relations with Switzerland 
in  1995  were  marked  in  particular by  the  on-
going  negotiations  which  the  European  Union 
decided to hold with Switzerland for the conclu-
sion of new bilateral agreements on freedom of 
movement of persons, on research and techno-
logical  development,  on agriculture,  on mutual 
recognition of conformity assessment, on public 
procurement  and  on  inland  and  air  transport. 
The negotiations form  part of the policy estab-
lished by the Council following Switzerland's de-
cision  in  December  1992  not to join the  Euro-
pean Economic Area. 
E.  Associated countries of central 
and eastern Europe, including the 
Baltic States (CCEE)  and Slovenia 
The  most notable feature  of 1995  was  the  im-
plementation of the strategy to prepare the as-
sociated countries of central and eastern Europe 
(CCEE)  for accession, a  strategy mapped out by 
the  European  Council  in  Essen.  That  strategy 
covers the countries which have signed Europe 
association agreements with the Union: Bulgaria, 
Hungary,  Poland,  the  Czech  Republic,  Romania 
and  Slovakia,  with  the  addition  as  from  June 
1995  of the  three  Baltic  States (Estonia,  Latvia 
and Lithuania). •  Progress achieved by the European Union  1995 • 
A key  instrument in  that  strategy is  the  intro-
duction  between  the  associated  CCEE  and  the 
Union of a 'structured dialogue' designed to fos-
ter mutual confidence by establishing a  consul-
tative framework for consideration of matters of 
common interest. This  process,  clearly demon-
strated by the invitation to the Heads of State or 
Government  of the  associated  countries  to  be 
present on the occasion of the European Council 
meetings  in  Cannes and Madrid,  took practical 
shape in  1995 with the holding of a  number of 
joint sectoral meetings at ministerial level. 
In  Cannes, the European Council reached agree-
ment on the appropriations to be set aside over 
the  period  1995-99  for  financial  cooperation 
with the countries of central and eastern Europe. 
The  total  set  for  that  period  amounts  to 
ECU  6 693 million. 
In  response to the call  issued by the European 
Council  in  Essen,  the  Commission  drew  up  a 
White  Paper  on  the  integration  of those  coun-
tries  into  the  internal  market,  which  was  sub-
mitted to the European Council in Cannes. With-
out anticipating or pre-empting future member-
ship negotiations, the White Paper is intended to 
guide  and  assist  the  associated  countries  in 
their efforts to  integrate with the internal mar-
ket. In  Madrid, the European Council took cogni-
sance of two Commission reports on progress in 
implementing the pre-accession strategy and on 
the  various  possible  strategies for  building on 
relations between the Union and the associated 
countries  in  agriculture  with  accession  in 
prospect. 
The Council also authorised the Commission to 
negotiate  with  the  six  associated  CCEE  adjust-
ments to the Europe agreements following Union 
enlargement  and  implementation  of  the  out-
come of the Uruguay Round. It established addi-
tional negotiating directives aimed at improving 
trade relations in the case of trade in agricultur-
al products and processed agricultural products. 
Pending  the  completion  of  negotiations,  au-
tonomous measures were taken so as not to dis-
rupt traditional trade flows. 
On  1  February  1995  the  Europe  association 
agreements  with  Bulgaria,  Romania,  the  Czech 
Republic and Slovakia entered into force;  these 
agreements come on top of those with Hungary 
and  Poland,  already  in  force  since  1  February 
1994. In  1995 the institutional framework under 
the first six Europe agreements was fully estab-
lished. A meeting of each of the six association 
councils, forming the association's highest body, 
was  held  in  1995. The association committees, 
responsible for  preparing for  the councils' dis-
cussions and maintaining continuity in associa-
tion relations, and the parliamentary association 
committees, providing a forum for dialogue be-
tween members of the European Parliament and 
members of the associated CCEE  national parlia-
ments, also met. 
At each of those meetings, besides an overview of 
the state of and prospects for bilateral relations 
under  the  Europe  agreement,  the  association 
council spent a substantial part of its proceedings 
discussing two matters of particular importance. 
The four councils meeting for the first time (Bul-
garia, Romania, the Czech Republic and Slovakia) 
adopted their rules of procedure as well as those 
of the association committees. 
The association councils also took a  number of 
decisions, under the powers conferred on them 
by the Europe agreements, bringing progress in 
bilateral  relations.  In  this  way  the  association 
council with Hungary took a  decision to amend 
Protocol No  4 to the Europe agreement, concern-
ing the  rules of origin.  It  should also be  noted 
that,  at  the  association  council  meeting  with 
Poland, it was established that, for the first time 
in  order to  settle  a  trade  dispute between the 
two sides, use would be made of the arbitration 
procedure under the Europe agreement. 
In  relations with the three Baltic States (Estonia, 
Latvia and Lithuania), the event of the year was 
the signing on 12 June of the Europe agreements 
with those three countries. Pending completion 
of the ratification procedures since initiated by 
the  parties,  contractual  relations  between  the 
Community  and  those  three  countries  are 
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governed  by  the  agreements  liberalising  trade 
and  introducing accompanying  measures  (free-
trade  agreements)  which  came  into  force  on 
1 January 1995. 
It  should be pointed out that, in Madrid,  having 
taken note of a Commission report on the pres-
ent state of and prospects for cooperation in the 
Baltic  Sea  region,  the  European  Council  asked 
the  Commission  to  prepare a  suitable  regional 
cooperation  initiative  and  present  it  to  the 
Heads of State or Government on the Baltic  Sea 
Council  at  their conference  in  Visby  on  3  and 
4  May  1996 and  then report back to  the  Euro-
pean Council meeting in Florence. 
On  relations  between  the  Union  and  Slovenia, 
the  Council  decided  to  authorise  the  Commis-
sion to open negotiations and adopted negotiat-
ing  directives  for  a  Europe  association  agree-
ment  to  replace  the  1993  cooperation  agree-
ment.  Although  the  negotiations  culminated in 
the initialling of texts by the negotiators, it did 
not prove possible to sign the agreement. 
At  its meetings in Cannes and Madrid,  pointing 
to  the  need  to  harmonise  Slovenia's  property 
legislation with Community rules,  as envisaged 
in the statement entered in the Council minutes 
when the negotiating directives in question were 
adopted on 6 March 199  5,  the European Council 
hoped  that  the  association  agreement  with 
Slovenia could be signed as soon as possible. 
F.  Eastern Europe and central 
Asia 
The  strengthening of the Union's  relations with 
Russia and the other successor States to the for-
mer USSR  forged ahead. The general framework 
is  formed  by  the  partnership  and  cooperation 
agreements which the Union  has set out to ne-
gotiate  and  conclude  in  principle  with  these 
States.  After  signing  such  agreements  with 
Ukraine, Russia and Moldova in 1994, the Union 
expanded  its  contractual  relations  by  signing 
similar agreements with Kazakhstan, Kyrgyzstan 
and  Belarus  in  1995.  The  interim  agreements 
with Russia and Ukraine, which give effect to the 
trade provisions of the partnership agreements 
straight  away,  pending  completion  of national 
ratification procedures, were  intended to come 
into force before 1 February 1996. 
In  terms  of assistance,  the  Community contin-
ued its efforts on behalf of the republics of the 
former USSR.  A new food-aid  operation was de-
cided on for people in the Caucasus, Kyrgyzstan 
and Tajikistan of a value of up to ECU  197 mil-
lion.  The  Council  also  granted  balance-of-pay-
ments credit to Belarus for the first time and a 
further  balance-of-payments  credit  to  Ukraine. 
Lastly,  in  view  of the  expiry  on  31  December 
1995 of the regulation on the Tacis programme, 
the Council confirmed the Union's willingness to 
continue with assistance to the former USSR  un-
der  that  programme  for  a  further  period.  In 
Madrid, the European Council pointed to the im-
portance  of  the  new  Tacis  regulation  being 
adopted early in 1996. 
Over the first half of the year,  the Union's  rela-
tions with Russia were overshadowed by the cri-
sis in Chechnya, prompting the Union to make re-
peated representations and declarations express-
ing its concern at human rights violations and the 
intensity of the fighting. The Union also took the 
view that, under the circumstances, the signing of 
an interim agreement with Russia was untimely. 
The  improvement in  the  situation was  deemed 
sufficient,  at  the  European  Council  meeting  in 
Cannes, for the signing to be contemplated and it 
took place in Brussels on 1 7 july. 
More  generally, in Cannes, the European Council 
confirmed the importance attached by the Union 
to the development of its relations with Russia, a 
country regarded as crucial for the stability of the 
European continent, and its  wish  to establish a 
substantial partnership with Russia. With  that in 
mind, the Council identified the bases on which to 
frame  a  Union  strategy  towards  Russia  and 
adopted conclusions concerning that strategy, de-
termining the components of a common approach 
to be embodied in an action plan involving spe-
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took the view that the holding of parliamentary 
elections on 1  7 December set the seal on the con-
solidation of democratic principles in Russia. 
With regard to Ukraine, the Union endeavoured to 
implement the objectives set out in its common 
position of 28 November 1994. The interim agree-
ment on trade and trade-related matters was ac-
cordingly signed by both sides. While welcoming 
the progress of economic reform in Ukraine and 
the decision to grant it the first instalment of a 
balance-of-payments loan for 1995, in Cannes the 
European Council pointed to the link between the 
continuation of that policy and the implementa-
tion of Ukraine's decision to shut down the Cher-
nobyl nuclear power plant in 1999. In Madrid, the 
European Council welcomed Ukraine's accession 
to the Council of Europe. 
The main highlight of the Union's relations with 
Belarus was the signing of a partnership and co-
operation agreement. As  in the case of the other 
republics close to the Union, i.e. Ukraine, Russia 
and Moldova, it is envisaged that, when the time 
is  ripe, consideration may be given to the estab-
lishment of a free-trade area. 
The Council carried out an overall appraisal ol 
the situation obtaining in the various successor 
republics to the former USSR,  in order to adjust 
the Union's general approach to the specific fea-
tures of each of them. The Council accordingly 
authorised the opening of negotiations with Ar-
menia,  Georgia  and Azerbaijan  for  partnership 
and cooperation agreements on the basis of the 
existing  general  negotiating  directives.  Negoti-
ations with  the  Caucasus  countries culminated 
in the initialling of partnership and cooperation 
agreer:nents with Georgia, Armenia and Azerbai-
jan,  the  content  of  which  is  based  on  those 
signed with Kyrgyzstan and Kazakhstan in 1995. 
The Council also asked the Commission to hold 
exploratory  talks  with  Uzbekistan  and  Turk-
menistan and to report back to it. 
The Union monitored developments in the dem-
ocratic reform process in  the central Asian and 
southern  Caucasian  States,  in  particular  by 
sending  observers  to  elections  in  Kyrgyzstan, 
Kazakhstan, Armenia, Azerbaijan and Georgia. 
G.  South-east Europe 
The  line  taken  by  the  European  Council  at  its 
meetings  in  Corfu  and  Essen,  confirming  that 
the next round of Union enlargement would in-
clude Cyprus and Malta,  was  spelt out in  more 
detail  at  its  meetings  in  Cannes  and  Madrid, 
namely that the  negotiations for  the accession 
of these two countries would commence, on the 
basis of the Commission proposals, six months 
after  the  conclusion  of  the  1996  Intergovern-
mental Conference, and take account of the  re-
sults.  The  Council  had  previously agreed  to  a 
timetable  and  to  the  establishment of a  struc-
tured dialogue with each country in  the frame-
work of the pre-accession strategy. 
Under  the structured dialogue established with 
Cyprus and Malta, several meetings were held at 
various  levels.  The  Heads  of State  or  Govern-
ment of both countries met the European Coun-
cil  in  Cannes and  in  Madrid,  while  the  Union's 
ministers  for  foreign  affairs  held  a  first  full 
meeting  with  their  counterparts  from  Cyprus 
and Malta in Brussels on 21  November. 
In  view  of the  status  quo  in  Cyprus,  which  it 
considered  unacceptable,  the  Union  reaffirmed 
its support on a number of occasions for a com-
prehensive settlement of the Cypriot question in 
accordance  with  Security  Council  resolutions 
and on the basis of the idea of a hi-community, 
hi-zonal Cypriot federation. 
The  Union's  relations  with  Turkey were  marked 
by the culmination of the process leading up to 
the entry into force  on 31  December  1995  of a 
customs  union  between  the  Union  and  Turkey. 
This result was facilitated by the significant step 
towards  greater  democracy  taken  by  constitu-
tional reform in Turkey with a view to establish-
ing a system fully consistent with respect for hu-
man  rights  and  the  rule  of law.  The  Union  re-
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problems in  south-eastern Turkey should not be 
approached  as  being  basically  a  security  issue 
and were  accordingly not amenable to a  purely 
military solution. 
The association council meeting in  Luxembourg 
on  30  October stated  that the technical  condi-
tions for the proper functioning of the customs 
union  were  fulfilled  and  that  from  a  technical 
viewpoint there was nothing to  prevent the en-
try into force  of the customs union on  31  De-
cember 1995. At  that meeting, the Union point-
ed to the importance attached by it to the con-
tinuation of the democratic reform process un-
der way and to the fact that the introduction of 
the customs union was subject to the European 
Parliament's  assent.  In  this  connection,  in 
Madrid,  the European Council welcomed the as-
sent given by the European Parliament on 13 De-
cember, allowing the final  stage of the customs 
union with Turkey to come into force on 31  De-
cember  1995,  as well  as  the  arrangements  for 
stepping up  political dialogue and institutional 
cooperation. 
A free-trade agreement was also concluded with 
Turkey  for  ECSC  products,  rounding  off  the 
customs union established for EC  products. As 
regards  financial  cooperation,  subject  to  the 
European  Parliament's  opinion,  the  Council 
recorded political agreement on a draft regula-
tion regarding the implementation of a  special 
financial  cooperation  measure  for  Turkey.  It 
was also decided that Turkey should benefit di-
rectly from the substantial aid from the EIB  and 
from  the  EIB  budgetary  resources  and  loans 
which would  be granted  to  the  Mediterranean 
countries in general. 
In  support of the political and economic reform 
process in  Albania,  on 10  April  the Council  re-
leased the second instalment (ECU  20 million) of 
the  macrofinancial assistance  first  supplied on 
28  November 1994 (ECU  15  million).  In  view of 
Albania's progress on human rights, the Council 
also  came  out  in  favour  of  continuing  such 
macrofinancial assistance. 
H.  Transatlantic relations 
Under  the  1990  Transatlantic  Declaration,  two 
European  Union-United  States  summits  were 
held this year,  in Washington on 14 June and in 
Madrid  on  3  December.  At  the  December sum-
mit, the Union and the US  signed a New Transat-
lantic Agenda and a joint EU-United States action 
plan, based on a framework for action with four 
main objectives:  promoting peace and  stability, 
democracy and development in the world, rising 
to global  challenges, contributing to the expan-
sion  of world  trade  and  the  establishment  of 
closer economic relations, and building bridges 
across the Atlantic. This joint EU-US  action plan 
details some 120 areas for bilateral cooperation 
and envisages  inter alia a  new bilateral techno-
logical  cooperation  agreement  in  two  years' 
time. 
The Council adopted two decisions concluding a 
new  Euratom-US  agreement on nuclear cooper-
ation and an  EC-US  agreement on competition. 
Lastly,  an agreement establishing a  cooperation 
programme for higher and vocational education 
and training was signed. 
A  transatlantic  business  dialogue  between  the 
two  sides  was  inaugurated  at  a  meeting  in 
Seville,  at which initiatives were put forward to 
facilitate transatlantic trade and investment. 
I.  Euro-Mediterranean 
partnership - The Mashreq and 
Maghreb 
In  Cannes,  the  European  Council  fleshed  out 
the  strategy  established  at  its  meetings  in 
Corfu  and  Essen  for  the  development  of  the 
Union's  relations  with  the  12  Mediterranean 
countries and went on to set the Barcelona Con-
ference the target of laying the foundations for 
a  new,  ambitious  Euro-Mediterranean  partner-
ship,  involving  political  and  security  partner-
ship,  economic  and  financial  partnership  and 
partnership  in  social  and  human  matters.  In 
addition, it agreed to the breakdown arrived at 
in  the  Council  for  appropriations  over  the 
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Mediterranean  countries,  worth  a  total  of 
ECU  4 685 million. 
Inaugurating  the  Euro-Mediterranean  partner-
ship, the Barcelona Conference, meeting at min-
isterial level on 27 and 28 November, adopted a 
political  declaration  establishing  a  number  of 
principles and objectives for  each of the  three 
facets  of the partnership, together with a  work 
programme. 
At  the same time, the Union endeavoured to re-
flect  in  practice  bilaterally  the  importance  at-
tached  by  it  to  its  ties  with  Mashreq  and 
Maghreb  countries  by  means  of  Euro-Mediter-
ranean  agreements,  signed  with  Tunisia  on 
17  July,  with  Israel  on  20  November  and  ini-
tialled  with  Morocco  on  16  November.  Negoti-
ations for similar agreements were opened with 
Egypt,  Jordan  and  Lebanon.  At  the  European 
Council meeting in Madrid,  the European Union 
also expressed its willingness to enter into ne-
gotiations with Algeria swiftly and with Syria as 
soon as possible. 
The  European  Union  further  stated  its wish  to 
conclude with the West  Bank and the Gaza Strip 
at the earliest opportunity a Euro-Mediterranean 
association agreement geared to the special sit-
uation of those territories. 
The  second  EC-Lebanon  Association  Council 
meeting,  held  15  years  after  the  first  one,  in 
1980,  on  account  of  the  tragic  events  in 
Lebanon,  heralded a  fresh start in  relations be-
tween the European Union and Lebanon. The sit-
uation  in  Algeria  also  remained  a  source  of 
worry for the Union, which voiced its concern at 
the European Council meeting in  Cannes, again 
calling on all  those involved  in  political  life  to 
put an end to violence and find a political solu-
tion through peaceful dialogue and free,  indis-
putable elections, as well as at the fifth meeting 
of  the  EC-Algeria  Cooperation  Council.  At  the 
same time, on the basis of these principles, the 
Union  gave  its views  on certain internal devel-
opments in a number of declarations. 
J.  Middle East peace process-
The Gulf and the Middle East 
The  European  Union  kept  up  the  active,  con-
structive, even-handed role which it has played 
since the start of the peace  process, contribut-
ing to its success with the Union's constant pol-
itical  and  material  support,  while  cooperating 
closely with the regional parties and the partici-
pants  in  the  multilateral  track as  well  as  with 
the co-sponsors. In  so doing, the Union contin-
ued  to  keep  in  touch  with  each  stage  of  the 
peace process, the most significant in 1995 be-
ing the signing in Washington on 28 September 
of an interim agreement between Israel and the 
Palestine Liberation Organisation (PLO)  concern-
ing the extension of autonomy to further parts 
of the West Bank. 
In  this connection, the Council adopted conclu-
sions committing the Union to step up its politi-
cal and economic support for the West Bank and 
Gaza and two further decisions under the 1994 
joint  action  to  assist  the  Middle  East  peace 
process. Those decisions involve the possibility 
of contributing, for up to ECU  10 million out of 
the  Community's  general  budget,  to  prepara-
tions/observers for the Palestinian elections and 
also the sending of 300 European observers (30 of 
them nominated by the European Parliament) and 
the setting-up of a European Union Election Unit 
(EUEU)  to coordinate both the EU  observers and 
those designated by other countries and organi-
sations at the Palestinian Authority's instigation. 
Bilaterally,  the  Union  remains  the  main  donor 
for  the  West  Bank  and  Gaza,  ahead  of  Saudi 
Arabia (ECU  76  million), the US  (ECU  64  million) 
and Japan (ECU  30 million). In  1995 the Union as 
a  whole  (Community  budget,  EIB  and  Member 
States) allocated some ECU  183 million to Pales-
tinian  development  and  covered  a  significant 
proportion of the start-up costs and day-to-day 
expenditure of the Palestinian Authority, in par-
ticular for the Palestinian police force. 
As  part of the multilateral track of the process, 
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chairmanship  of the  Regional  Economic  Devel-
opment Working Group (REDWG) and also played 
a significant role at the Amman Economic Sum-
mit on 29  and 30 October, aimed at stimulating 
private  sector  awareness  of  trade  and  invest-
ment opportunities in the region. 
The  Union's  overall  policy for  regional  stability 
continued  to  be  built upon  through  differenti-
ated bilateral relations. 
A troika ministerial  meeting with the Gulf Coop-
eration Council (GCC),  held in Granada on 20 july, 
was  given  over  to  establishing  a  strategy  for 
strengthening bilateral  relations in  the areas of 
economic and trade relations, scientific and cul-
tural cooperation and political dialogue, together 
with  specific  proposals for  the purpose.  In  the 
wings of the United  Nations  General  Assembly, 
these  proposals  were  approved  at  ministerial 
level. 
The  'critical  dialogue'  between  the  Union  and 
Iran,  established at the European Council  meet-
ing in Edinburgh, continued in  1995 at a  troika 
meeting and at ministerial level  in  the margins 
of the United Nations General Assembly. The di-
alogue provided a chance to raise the main top-
ics of concern to the Union, in particular the sit-
uation  of  the  author  Salman  Rushdie,  inter-
national terrorism, Iranian policies on arms pro-
curement and nuclear cooperation and the situ-
ation of minorities in Iran. 
With  regard to Yemen,  the Council's decision to 
extend the  scope of the existing 1984 cooper-
ation agreement  to  the  entire  territory of the 
unified Republic  of Yemen  and the  holding of 
the  sixth  EU-Yemen  Cooperation  Committee 
meeting in  Brussels enabled the Union  to con-
tribute to  the  stabilisation of Yemen's  internal 
situation. 
The  Union  kept  a  particularly  close  watch  on 
Iraq and reaffirmed its commitments as regards 
full  implementation  of  all  relevant  United 
Nations resolutions. 
For similar reasons, the Union took the same at-
titude towards Libya as regards full implementa-
tion  of  United  Nations  resolutions  before  any 
lifting of sanctions. 
K.  Development cooperation 
In  considering the formulation of guidelines to 
point  the  way  for  future  Community  develop-
ment  cooperation  policy,  the  Council  adopted 
resolutions on support for structural adjustment 
in  developing  countries  and  for  their  regional 
integration efforts and on research for develop-
ment.  It  also  adopted  conclusions  on  future 
Community cooperation with South Africa  and, 
given  the  importance of enhancing the  role  of 
women  in  developing  countries,  a  resolution 
concerning gender issues in development. 
In  Cannes, the European Council established the 
value and the financing of the eighth EDF,  which 
totals ECU  13  307 million. 
As  regards legislation and specifically the legal 
bases for  implementing the  appropriations  en-
tered  in  the  Community  budget,  the  Council 
adopted a regulation concerning action to bene-
fit  tropical  forests  and  reached  agreement  on 
the text of common positions on aid and food 
security, humanitarian aid and aid for rehabilita-
tion and reconstruction. 
The  Council  extended  the  current  agricultural 
general system of preferences (GSP)  scheme un-
til  30  june  1996.  The  special  agricultural  GSP 
arrangements for some Central and South Amer-
ican  countries  were  also  extended,  while  the 
agricultural product coverage of the GSP  scheme 
for South Africa was expanded. 
The  Community continued  to  engage  in  active 
cooperation with its partners in connection with 
international  commodities  agreements  and 
maintained  its  position  as  one  of  the  leading 
forces  and  as  a  major  partner  for  developing 
countries.  The  Community  and  the  Member 
States signed and ratified the 1995 International 
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Agreement on Cereals. The Community and rep-
resentatives of the Member States signed the In-
ternational Natural Rubber Agreement, 199  5.  For 
the International Coffee Agreement, 1994, which 
finally came into force on 19 May  199 5,  and the 
International Cocoa Agreement,  1993,  activities 
focused  on  day-to-day  management within  the 
two organisations set up under them. 
(i)  Relations with the ACP  States 
Relations  between  the  Union  and  its  70  ACP 
partners  under  the  Lome  Convention  featured 
the continuation and completion of negotiations 
on  the  mid-term  review  of the  fourth  ACP-EC 
Convention, signed in  December 1989 and con-
cluded for 10 years. The negotiations, opened in 
May  1994, were completed on 30 june 1995 as a 
result  of  agreement  at  the  European  Council 
meeting in Cannes on the second financial pro-
tocol to the convention. 
The agreement amending the fourth Lome  Con-
vention was signed in Mauritius on 4  November 
1995. The value of the eighth EDF,  made up in 
the main of grants, amounts to ECU  13  307 mil-
lion,  a  revision  of around  22  %,  in  ecus,  com-
pared  with  the  previous  EDF.  Adding  in  EIB 
loans, aggregate Community financial aid under 
the  revised  convention  stands  at  ECU  14  625 
million over five  years. 
The  political  and  institutional side of the con-
vention  has  been  strengthened,  in  particular 
with the inclusion of a suspension clause linked 
to  respect for  human rights,  democratic princi-
ples  and the  rule  of law,  which  are  deemed to 
form an essential part of the agreement, and by 
the introduction of a political dialogue. 
The agreement also includes fresh trade conces-
sions for some agricultural products and relaxes 
the provisions on rules of origin. Lastly, a proto-
col  to the convention to allow Austria,  Finland 
and Sweden to become contracting parties to the 
convention  was  also  signed  in  Mauritius  on 
4  November 1995. The Council adopted a  deci-
sion  allowing  the  provisional  application  of 
certain  aspects  of  the  revised  convention,  in 
particular the commercial aspects, from 1 janu-
ary 1996. 
Day-to-day  matters  of  implementation  of 
ACP-EC  cooperation were kept track of and dis-
cussed within joint bodies under the convention 
(Council  of  Ministers,  Committee  of  Ambas-
sadors and ACP-EC  joint Assembly). The Council 
of the  European  Union  adopted a  set of meas-
ures of interest to the ACP  States with particular 
regard to  rum and sugar,  under the  provisions 
of the relevant protocols to the convention. 
(ii)  Relations with the OCTs 
Cooperation with the overseas countries and ter-
ritories  moved  ahead  under  the  1991  associa-
tion  decision.  The  Council  embarked  upon  a 
mid-term review of that decision, enacted for 10 
years.  It  was  decided  at  the  European  Council 
meeting  in  Cannes  to  raise  the  share  of  the 
eighth EDF  for the OCTs  to ECU  165 million. 
L.  Africa 
The  Union  directed its  political action for  sub-
Saharan Africa along two main lines. Firstly, the 
mid-term review of the fourth ACP-EC  Conven-
tion enabled Lome  IV  to be adjusted in the light 
of  political  developments  since  it  was  signed 
in 1989 by means of new provisions on respect 
for  human  rights,  support  for  the  demo-
cratic  process and the  stepping up of political 
dialogue. 
Secondly,  in  accordance  with  the  policy  guide-
lines given  by the  European Council  in  Copen-
hagen and again in stronger terms at its meeting 
in  Essen,  the  Union  kept  up  its  efforts  to  im-
prove  African  conflict-prevention  mechanisms. 
In  Cannes,  the  European Council  reaffirmed its 
confidence in the Organisation of African Unity's 
(OAU) ability to play its part for the future of the 
African  continent and on that basis,  in  Madrid, 
the European Council approved guidelines con-
cerning  preventive  diplomacy,  conflict  resolu-
tion and peacekeeping.  In  the context of politi-•  Progress achieved by the European Union  1995 • 
cal  dialogue with the OAU,  the Union also paid 
particular heed to regional initiatives. 
A  number  of African  countries,  however,  still 
face serious crises, most of them internal in ori-
gin,  as  in  the  case  of  Sudan,  Somalia,  Sierra 
Leone, Nigeria, Gambia, Zaire and others. By way 
of  its  preventive  diplomacy  in  particular,  the 
Union  here made substantial, specific contribu-
tions directed at and tailored to  each situation 
by  means  of extensive  humanitarian  aid.  Con-
firming measures taken in 1993, the Council ac-
cordingly adopted a common position, which it 
supplemented  to  penalise  human  rights  viola-
tions committed by Nigeria. 
Continuing to be  concerned at persistent insta-
bility in  the Great Lakes  region,  the Union  kept 
up its efforts at preventive diplomacy under its 
common positions on Rwanda and Burundi and 
with  humanitarian  and  emergency  aid  worth 
over  ECU  500  million,  backed  up  by  consider-
able bilateral aid from Member States. 
With  regard  to  South  Africa,  the  Council  ap-
proved directives for the negotiation of a frame-
work for  long-term relations between the Com-
munity and  the  Republic  of South  Africa,  cen-
tring on two  strands:  firstly,  a  protocol  to  the 
Lome  Convention  dealing  with  the  terms  and 
conditions  of  South  Africa's  accession  to  the 
convention and, secondly, a  bilateral trade and 
cooperation  agreement  between  the  European 
Community and  South  Africa.  In  addition,  the 
Council adopted a common position for a  regu-
lation  on development  cooperation  with  South 
Africa,  laying  down  procedures for  implement-
ing the European programme for reconstruction 
and development in South Africa. 
M.  Latin America 
The  Council  adopted  conclusions  on  general 
guidelines  for  cooperation  between  the  Union 
and  Latin  America  for  1996-2000  and  the 
Madrid European Council called for swift imple-
mentation of these.  The  political  objectives  of 
such  future  cooperation  relate  to  institutional 
support  and  consolidation  of  democratic 
processes, with the involvement of civil  society 
and in a context of open regionalism. 
With  a  view  to  redirecting  its  institutionalised 
dialogue with all countries in the region, partic-
ularly in order to make allowance for the general 
spread of democratic processes, the Union  car-
ried  on its  cooperation with  member countries 
of the San  Jose Group (11th Ministerial Confer-
ence,  in  Panama  City  on  23  February)  and  the 
Rio  Group (fifth Ministerial Conference, in Paris 
on 17 March). 
Bilaterally,  the  Union  both  continued  to 
strengthen ties with some countries (Mexico and 
Chile) and with a regional organisation (Mercosur) 
and decided to engage in dialogue with Cuba. 
The Union and Mexico accordingly signed a joint 
solemn declaration on objectives shared by both 
sides, on the content of a new cooperation agree-
ment and on preparations for negotiations on it. 
The Union and Chile also signed a joint declara-
tion  on  political  dialogue,  designed  to  supple-
ment a  new agreement providing for  increased 
cooperation and eventually the establishment of 
a political and economic association. 
In  accordance  with  the  guidance  given  by  the 
European  Council  in  Essen,  an  interregional 
framework  cooperation  agreement  with  Merco-
sur was signed on the occasion of the European 
Council meeting in Madrid, with the intention of 
strengthening  existing  ties  between  the  two 
sides and preparing for an eventual association 
between  them and  with  the  inclusion  for  that 
purpose  of  a  joint  declaration  on  political 
dialogue. 
Lastly,  the Council confirmed the Union's desire 
to step up its relations with Cuba. On  the basis 
of a  report from the troika, in Madrid the Euro-
pean Council deemed it appropriate to carry on 
a  dialogue and cooperation with Cuba with the 
aim  of actively  supporting  the  reform  process 
under  way,  encouraging  respect  for  human •  Progress achieved by the European Union  1995 • 
rights  and  basic  freedoms  and  broadening the 
scope  for  private  enterprise  and  the  develop-
ment  of civil  society.  It  accordingly  asked  the 
Commission  to  submit draft  negotiating direc-
tives  for  a  trade  and  economic  cooperation 
agreement in  the first  half of 1996,  which  the 
Council would consider in the light of develop-
ments in the political and economic situation in 
Cuba. 
N.  Asia 
Against  the  background  of  the  strategic  ap-
proach established by the  European  Council  in 
Essen  for  a  higher-profile  policy  towards  the 
Asia-Pacific  region,  ASEAN's  proposal  for  the 
holding of a  Euro-Asian  Conference in  Bangkok 
on 1 and 2 March 1996, to bring together for the 
first  time  Heads  of State  or Government  from 
the  Union,  the  ASEAN  countries,  China,  Japan 
and the Republic of Korea, met with a favourable 
response from the Union in the interests of con-
solidating a  new partnership with eastern Asia, 
based  on  expanded  economic  relations  and 
greater political dialogue. 
The Union's participation in the ASEAN  Regional 
Forum,  followed  by the  ASEAN  post-Ministerial 
Conference with the troika present, also enabled 
the Union to make a greater contribution to dia-
logue  on  political  cooperation  and  security 
problems in the Asia-Pacific region. 
In  bilateral  relations with Asian  countries,  new 
cooperation agreements were  signed with Viet-
nam and Nepal in order to establish closer links 
with  those  countries  and  step  up  cooperation 
between both sides. The cooperation agreement 
with Sri  Lanka came into force on 1 April  1995. 
The  Union  lent fresh  impetus to the links built 
up  with  China  through  the  adoption  by  the 
Council of conclusions on a long-term policy for 
relations  between  China  and  Europe.  At  the 
same  time,  alongside  other  official  bilateral 
talks, the Union entered into an institutionalised 
dialogue with China on human rights,  which  it 
carried on in particular at the troika-China min-
isterial  meeting  in  the  wings  of  the  United 
Nations General Assembly. 
As  part of an overall strategy for relations with 
Japan, the Council also adopted conclusions on 
the  next  stages  in  bilateral  relations.  In  those 
conclusions, it welcomed the willingness shown 
by Japan to play a political role more in keeping 
with its economic weight and came out in favour 
in particular of greater political dialogue and im-
proved market access, with the development of 
bilateral  and  multilateral  negotiations  on  spe-
cific topics. 
With  regard to the Republic of Korea,  alongside 
the  opening  of  negotiations  for  a  framework 
trade and cooperation agreement, a joint declar-
ation on political dialogue was drawn up. 
Both  internationally  and  bilaterally,  the  Union 
kept up its support for the liberalisation and de-
mocratisation efforts under way.  As  regards Sri 
Lanka, the Union accordingly called on a number 
of occasions for a peaceful solution to the inter-
nal troubles. 
As  regards  East  Timor,  the  Madrid  European 
Council pledged its support for any appropriate 
action which could contribute to a just, overall 
and  internationally  acceptable  solution  to  this 
issue and particularly for  the mediation efforts 
being  made  by  the  United  Nations  Secretary-
General. 
0.  Common trade policy 
In  the  course  of an  assessment  of  preference 
agreements, given that the European Union  has 
concluded and is currently negotiating a number 
of free-trade agreements and bearing in mind ob-
ligations  regarding  free-trade  areas  under  the 
WTO  system, the Council approved conclusions 
maintaining that in future,  before any steps by 
the Union to establish a free-trade area, the Com-
mission should look into the compatibility of the 
prospective agreement with WTO  rules and the 
implications of such an agreement for the Union's •  Progress achieved by the European Union  1995 • 
common  policies  and  for  its  relations  with  its 
main trading partners. The Council also took the 
view  that  the  Commission  should  ensure  that 
steps by the Community's main trading partners 
to create free-trade areas did not harm the Euro-
pean Union's economic and commercial interests 
and were consistent with WTO rules. 
As  regards trade policy for textiles,  throughout 
1995  the  Council  took  a  series  of  decisions, 
many of them to amend, renew or extend agree-
ments with non-member countries. 
World Trade  Organisation (WTO) 
In  Cannes,  the  European  Council  reiterated  its 
keen support for the WTO,  set up on 1 january 
1995, as the appropriate forum to enforce multi-
lateral rules, openly and without discrimination, 
and to settle trade disputes between WTO  mem-
bers. In  1995 that support for the WTO  was re-
flected in active, at times even decisive, partici-
pation in  WTO  proceedings directed along four 
lines:  implementation  of the  commitments  en-
tered into under the Marrakesh agreements; con-
tinuation of uncompleted negotiations in  some 
areas,  including  services;  membership  of  the 
WTO  for  non-member  countries;  consideration 
of new topics in the run-up to the WTO  Ministe-
rial  Conference  due to  be  held  in  Singapore  in 
December  1996.  The  Union  also  welcomed  its 
success in  having Mr  Ruggiero appointed as the 
WTO's  new Director-General. 
Some negotiations under the Uruguay Round re-
mained incomplete, particularly in areas such as 
financial services, shipping, basic telecommuni-
cations and movement of natural persons. Nego-
tiators bent their efforts first and foremost to fi-
nancial  services and movement of natural  per-
sons, in view of the timing established for those 
two  areas.  The  Community  and  its  Member 
States played an active part in all such negotia-
tions in 1995 and, while regretting the fact that 
for  the  time  being  the  US  was  standing aside 
from  the  non-discriminatory  multilateral  effort 
to liberalise trade in financial services as exten-
sively  as  possible,  they  continued  to  act  as  a 
driving  force  for  the  successful  completion  of 
the  negotiations  on  movement of persons and 
on financial services. 
The Union's enlargement set in motion a  review 
procedure at the WTO to assess the trade implica-
tions of that enlargement for other WTO member 
countries and determine any quid pro quo in or-
der to restore the balance of rights and obliga-
tions. The Council agreed to the conclusion of the 
negotiations conducted in 1995 with various non-
member countries, including its main partners. 
P.  OECD 
Meeting at ministerial level on 24 May  1995, the 
OECD  Council  decided  to  open  negotiations at 
the OECD  with the aim of arriving at a  multilat-
eral investment agreement by the time of the or-
ganisation's  ministerial  meeting  in  1997.  The 
Council of the European Union and representa-
tives  of Member  States'  governments,  meeting 
within it,  established a  number of guidelines to 
form  a  common  platform  for  the  stance  to  be 
taken by the Community and by Member States 
in those OECD  negotiations. 
Q.  Financial assistance to third 
countries 
In  1995 the Council decided on two macrofinan-
cial  assistance operations to support economic 
recovery efforts by Belarus and Ukraine and on 
one guarantee operation for EIB  lending in South 
Africa.  As  part of a  general appraisal of financ-
ing  prospects  in  third  countries  over the  next 
few  years,  the  Council  asked  the  EIB  and  the 
Commission to look into a  new system for  the 
terms of the Community guarantee covering EIB 
lending in non-member countries. Annual report on progress achieved 
by the European Union 
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INTRODUCTION 
In  1996 the European Union continued its devel-
opment with  the  twofold  aim  of resolving  the 
many problems it has to confront and changing 
its foundations in  order to adapt the European 
construction  to  the  new  challenges.  In  the 
course of the year, an examination was begun of 
how to revise the Treaties with the aim of creat-
ing an even closer Union between the peoples of 
Europe.  New  decisions  were  taken on  prepara-
tion  for  the  transition  to  economic  and  mon-
etary union;  strategic  guidelines  were  adopted 
on  employment,  growth  and  competitiveness; 
several Community policies received a  new im-
petus; and action was also begun on a  number 
of questions relating to justice and home affairs 
and the common foreign and security policy. 
From  29  March  1996 onwards, the Intergovern-
mental  Conference  has been providing the  op-
portunity to face up more effectively to both the 
internal and external challenges of the years to 
come, including future enlargement, which is an 
historic task and a great opportunity for Europe. 
During an initial phase, the work of the confer-
ence  made  it  possible  to  identify the  main  is-
sues on the basis of the guidelines issued by the 
Turin European Council.  Subsequently, the con-
ference  concentrated on seeking balanced solu-
tions to the essential political questions raised. 
In  Dublin,  the European  Council  welcomed  the 
general  outline  for  a  draft  revision  of  the 
Treaties  submitted by the Irish  Presidency and 
felt that this outline was a sound basis for the fi-
nal  phase of the  Intergovernmental Conference 
due to conclude in Amsterdam in June 1997. 
Further decisive progress was made in prepara-
tion  for  economic  and  monetary  union  (EMU), 
which will  begin on 1 January 1999. The struc-
ture  of the  new  exchange  mechanism  and  the 
principles and main features of the Stability and 
Growth Pact designed to ensure budgetary discip-
line within the EMU  were approved and the fin-
ishing  touches  were  made  to  the  legal  frame-
work necessary for  use of the euro with a view 
to  adoption  in  the  near  future.  The  European 
Council took note of the progress made by the 
Member  States  as  regards  convergence  and  of 
the  efforts  made  to  correct  continuing  public 
deficits. 
The  level  of unemployment  remains  unaccept-
able. Although the battle for jobs is  principally 
the  responsibility  of the  Member  States,  it  re-
mains the most important of the Union's priori-
ties.  On  several occasions throughout the year, 
the  European Council  reaffirmed  the  degree  of 
priority it attaches to job creation and invited all 
those concerned at European, national and local 
level,  including both sides of industry,  to  con-
tinue to support the strategy defined in Essen. 
The European Council again stressed the essen-
tial contribution made by the internal market to 
promoting growth and employment in the Union. 
It pointed out that the trans-European networks, 
the development of SMEs and scientific and tech-
nical research could make a vital contribution to 
job creation and competitiveness and underlined 
the potential of the information society for edu-
cation and training, for the organisation of work 
and for employment creation. 
In  1996  considerable  progress  was  made  in  a 
number  of  areas,  such  as  culture  and  audio-
visual  matters,  education  and  training,  health, 
social policy and the environment. The year was 
marked by a very important stage in the estab-
lishment of the internal energy market with the •  Progress achieved by the European  Union  1996 • 
adoption, after several years of discussions, of 
the  directive  concerning common rules for  the 
internal  market in  electricity and  the  adoption 
of conclusions on common rules for the internal 
market  in  natural  gas.  Intensive  efforts  were 
made  to  apply the measures needed for  estab-
lishing  the  internal  market  in  postal  services, 
which  is  of  considerable  importance  in  eco-
nomic  and  social  terms.  In  addition,  tangible 
progress was made in the field of telecommuni-
cations  with  a  view  to  the  forthcoming  libera-
lisation of markets. 
The European Union reaffirmed its commitment 
to maintain and develop the European Union as 
an area of freedom, security and justice by put-
ting to full  use all  of the instruments provided 
for  in  the Treaty on European Union.  Thus, the 
European Union stressed the vital importance of 
reinforced  cooperation  between  Member  States 
to fight against drugs, organised crime and ter-
rorism and reaffirmed the Union's determination 
to  combat racism and xenophobia with the ut-
most resolve. A common approach was adopted 
to  the  sexual  exploitation of children and traf-
ficking in human beings with the aim of improv-
ing  judicial  cooperation  and  strengthening 
police cooperation. 
The European Council settled the last outstand-
ing question relating to the creation of Europol 
by authorising the Court of justice of the Euro-
pean  Communities  to  give  preliminary  rulings 
on the interpretation of the Europol Convention 
and invited the Member States to ratify the con-
vention and the protocol. 
Still  in  1996, the European Union gave  pride of 
place  to  respect for  democratic  principles and 
human rights, adopting many initiatives both on 
behalf of EU  citizens and in the area of external 
relations. 
In  1996  the  political  dialogue  was  stepped  up 
and  expanded  with  the  aim  of  explaining  the 
European  Union's  objectives  to  third  countries 
and allowing them to share in  these objectives. 
The inclusion of a political section in a growing 
number of agreements concluded or being nego-
tiated  with  countries  or  groups  of  countries 
made political dialogue one of the main instru-
ments  for  implementing  the  guidelines  and 
strategies drawn up as part of the Union's exter-
nal policy. 
The security dimension is  becoming increasing-
ly important in the European Union's CFSP initia-
tives. There is therefore an increasing emphasis 
on security issues in  its dialogue with its part-
ners.  The  European  Council  welcomed  the  im-
pulse given recently to EU-WEU  relations which 
must be further developed, as well  as the deci-
sions  taken  by  the  North  Atlantic  Council  in 
Berlin  on developing the European security and 
defence identity. 
The European Union continued to emphasise the 
value it  places on relations with the associated 
countries of central and eastern Europe  (CCEE), 
stressing  the  importance  of  the  strategy  for 
preparing for accession, which now incorporates 
Slovenia. 
The  European Council welcomed  the various re-
gional  cooperation  initiatives  under  way  in 
Europe, particularly those designed to increase co-
operation in south-eastern Europe. It also reiterated 
the importance of the effective implementation of 
the Union's strategy towards the Baltic Sea region, 
among other things in relation to the need to fur-
ther develop the Union's relations with Russia. 
Notwithstanding the positive developments and 
the achievements in the relationship between the 
two  sides of the Atlantic,  the  European Council 
expressed  its  deep  concern  over  the  extra-
territorial effects  of the Cuban Liberty and De-
mocratic Solidarity (Libertad) Act adopted by the 
United  States  and  similar  legislation  regarding 
Iran  and  Libya.  In  this  respect,  it  asserted  its 
right  and  intention  to  react  in  defence  of the 
European  Union's  interest  with  respect  to  this 
legislation and any other secondary boycott leg-
islation having extra-territorial effects. •  Progress achieved by the  European Union  1996 • 
The  European  Council,  underscoring  the  great 
importance it attached to the Mediterranean di-
mension of the European Union, expressed satis-
faction  with  the  significant  and  balanced 
progress made in the first half of 1996 in imple-
menting  the  declaration  on  the  Euro-Mediter-
ranean  partnership  and  the  work  programme 
through a wide range of meetings at all levels. 
The  Middle  East  peace  process was  one of the 
main concerns of the Union's external action. It 
launched an appeal to the countries that had not 
yet decided to support the peace process to do 
so without delay. The Union showed its willing-
ness to make an even more active contribution 
by appointing a Special Envoy. 
The European Council remains concerned about 
the violence which continues to mark the Great 
Lakes  region.  The  European Union  gave  its full 
support  to  the  peace  efforts  of  the  United 
Nations and the Organisation of African Unity as 
well  as  regional  leaders  and  other  concerned 
personalities  and,  to  this  end,  it  appointed  a 
Special Envoy for the Great Lakes region. 
The  first  Europe-Asia  meeting  was  held  in 
Bangkok on 1 and 2 March 1996 marking an his-
toric turning point in relations between the two 
continents. Relations with Latin America and the 
Caribbean also developed significantly in  1996. 
The first regular biannual WTO Ministerial Confer-
ence was held in Singapore from 9 to 13 December 
1996 and there the  European Union  once again 
demonstrated the importance it  attaches to the 
multilateral trading system and the efficient oper-
ation  of  the  WTO.  The  European  Council  ex-
pressed its satisfaction at the renewed impetus 
which the WTO  Ministerial Conference in  Singa-
pore had given to the liberalisation of world trade. 
It  particularly welcomed  the  broadening of the 
WTO work programme to encompass issues which 
the European Union had identified as priorities. 
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I.  INTERGOVERNMENTAL  CONFERENCE 
The scope of the conference's work has been set 
out  by  successive  meetings  of  the  European 
Council, the aim being to provide the Union with 
the  means  to  respond  adequately,  now  and  in 
the  years  ahead,  to  the  challenges  which  con-
front  it  at  the  threshold  of  the  21st  century: 
rapidly evolving international developments and 
the  prospect  of  enlargement,  globalisation  of 
the world  economy and  its  impact on employ-
ment, competitiveness and job creation; terror-
ism,  drug  trafficking  and  international  crime, 
migratory pressure, and  ecological  imbalances. 
Future enlargement of the Union affords both a 
unique opportunity and an important challenge. 
The  conference formally began its work on the 
occasion  of  the  European  Council  meeting  in 
Turin on 29 March 1996. 
In  accordance with the conclusions of the Euro-
pean  Council  meeting  in  Turin,  the  European 
Parliament  is  closely  associated  with  the  pro-
ceedings of the conference to which it makes an 
essential, ongoing contribution. All  meetings of 
the  Intergovernmental  Conference  have  been 
preceded by an exchange of views with the Pres-
ident of the European Parliament. The two  rep-
resentatives designated by the  Parliament have 
had a meeting every month with members of the 
group of ministers' representatives responsible 
for preparations for the conference. 
The Italian Presidency addressed the task of ex-
amining  the  issues  and  exploring  delegations' 
positions and priorities. It  reported on the out-
come of its work to the Florence European Coun-
cil in june. At  Florence, the European Council in-
dicated that it expected its meeting in Dublin in 
December  to  mark  decisive  progress  towards 
completing  the  Intergovernmental  Conference 
by the middle of 1997. To  that end, it requested 
the Presidency to prepare 'a general outline for a 
draft revision of the Treaties'. 
The Irish  Presidency organised the work of the 
conference  with  a  view  to  fulfilling  that  man-
date. The conference has met at  foreign minis-
ter level  on a  monthly basis and the ministers' 
work has been prepared by the group of repre-
sentatives, which has met weekly. 
The special meeting of the European Council in 
Dublin on 5 October provided an important impe-
tus for the work of the conference. The Heads of 
State or Government confirmed on that occasion 
that the conference should conclude as agreed in 
june 1997. They also reaffirmed that the confer-
ence should maintain a high level of ambition in 
order to equip the Union to address more effec-
tively the concerns of its citizens and to play a 
role in international relations commensurate with 
its potential and responsibilities. An  adaptation 
of the Union's institutions and the way they func-
tion must play a central role in that regard, par-
ticularly with a view to enlargement. 
The European Council in Dublin on 13 and 14 De-
cember 1996 reaffirmed the importance of com-
pleting  the  conference  at  Amsterdam  in  june 
1997 and welcomed the general outline for a draft 
revision  of the Treaties  submitted by  the  Irish 
Presidency which turns the outcome of proceed-
ings to date, in most cases, into draft Treaty arti-
cles and also contains a clear explanation of the 
proposed  amendments.  The  European  Council 
considered  the  document a  good  basis for  the 
work which lies ahead in order to achieve a bal-
anced outcome in all areas, an outcome which will 
measure up to the aims and ambitions which the 
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II.  FUNCTIONING OF  THE INSTITUTIONS 
AND FINANCING OF  THE UNION 
A.  Functioning of the institutions 
(i)  Interinstitutional relations 
In  1996 relations between the Council,  the Par-
liament  and  the  Commission  developed  on  a 
regular  basis  in  a  constructive  spirit,  both  in 
political  dialogue  in  general  and  in  actual 
legislative activity. 
The political dialogue between the Council and the 
Parliament  was  particularly  intense  throughout 
1996. In the first instance, it took the usual form of 
regular provision of information to the Parliament 
by the Presidency with regard to the Council's in-
tentions, its daily activity and the outcome of its 
action. The Italian and Irish Presidencies thus ad-
dressed  a  plenary  session  of the  Parliament  to 
present their programme and later the outcome of 
their six months' activity and particularly the re-
sults of the European Council meetings. 
Both Presidencies also took part in the major de-
bates in plenary session on justice and home af-
fairs,  the  single  currency,  employment  and 
growth, the situation in the Middle East, agricul-
tural prices for the 1996/97 marketing year, for-
mer  Yugoslavia,  the  Union's  common  foreign 
and security policy, the organisation of working 
time and children who are victims of violence. 
The Council also took part in the second annual 
debate on the state of the Union. 
Through its replies to the increasing number of 
oral  questions  from  the  European  Parliament, 
the Presidency has kept the Parliament constant-
ly  informed of the  Council's  views  on areas of 
Union activity. In addition, the Council answered 
3  55  written questions in 1996. During the same 
period, the European Parliament put 3 772 writ-
ten questions to the Commission. 
The Council Presidents' participation in the pro-
ceedings  of  parliamentary  committees  proved 
particularly useful as a  means of providing full 
and detailed information on current proceedings 
in  the Council and of hearing the views of the 
European Parliament. 
The Parliament, the Council and the Commission 
have made extensive use of the informal trialogue 
on the occasion of plenary sessions of the Parlia-
ment on issues of common interest, such as the 
political situation in former Yugoslavia, elections 
in Palestine, the Parliament's powers in relation to 
the implementation of Article  1  09j(2) and (3)  of 
the EC Treaty concerning the adoption of a single 
currency and the transition to the third stage of 
EMU,  the review of the financial  perspective for 
1994-98  and  providing  information  for  Parlia-
ment on the statements entered in  the Council 
minutes when a common position is adopted un-
der the co-decision and cooperation procedures. 
At  the  European  Council  meetings  in  Turin, 
Florence  and  Dublin,  in  accordance  with  what 
has now become normal practice, the President 
of the  European  Parliament  engaged  in  direct 
dialogue with the Heads of State or Government, 
thus  enabling  the  various  parties  involved  in 
constructing  Europe  to  exchange  views  at  the 
highest political level. 
Pursuant to Article 138c of the EC Treaty and the 
detailed arrangements agreed between the three 
institutions in April  1995,  the  European  Parlia-
ment  set  up  two  temporary  committees  of in-
quiry,  one  into  the  Community  transit  system 
and one into bovine spongiform encephalopathy 
(BSE).  Both  committees carried out their activi-
ties  in  1996 and the Council  and the  Commis-
sion cooperated with them, particularly by pro-
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The  representatives of the  governments of the 
Member States replaced one judge at the Court 
of justice and one member of the Court of First 
Instance. 
The two-yearly renewal of the chairman and of-
ficers  of  the  Economic  and  Social  Committee 
took place and the plenary session of the Com-
mittee of the Regions elected its chairman- for 
the second part of his four-year term - its first 
vice-chairman  and  its  officers.  In  accordance 
with  normal  practice,  the  Presidencies  of  the 
Council also presented their work programme to 
the Economic  and Social  Committee and to  the 
Committee of the Regions. 
The European Ombudsman, who has been in of-
fice since September 1995, carried out his duties 
in  1996 in  relation to instances of maladminis-
tration in the activities of the Community insti-
tutions or bodies. 
(ii)  Legislative process 
When  examining  Commission  proposals,  the 
Council took particular account of the principles 
of subsidiarity and proportionality. 
The cooperation procedure introduced by the Sin-
gle European Act and more especially the co-deci-
sion procedure put in place by the Treaty on Eu-
ropean  Union  have  brought the  Parliament very 
much into the Community legislative process. 
In  1996 the Council communicated 3 7 common 
positions to  the  Parliament under the coopera-
tion  procedure  provided for  in  Article  189c  of 
the EC  Treaty.  In  more than 20  cases, the coop-
eration procedure resulted in the adoption of a 
legal instrument during 1996. 
The co-decision procedure, provided for in Arti-
cle 189b of the EC Treaty, yielded satisfactory re-
sults in 1996. All  the conciliation processes were 
successful,  even  if  the  procedure  sometimes 
proved  rather  laborious.  Fourteen  acts  were 
adopted  without  amendment  by  the  European 
Parliament  at  second  reading,  eight  acts  were 
adopted  with  all  the  European  Parliament's 
amendments and 10 conciliation procedures took 
place after the second reading by the European 
Parliament. In  addition, in 17 co-decision proce-
dures, the Council has already established a com-
mon position, while there are 41  co-decision pro-
cedures in which a common position has not yet 
been established and 26  procedures are  before 
the European Parliament for a first reading. 
The Council held 188 simple consultations of the 
European  Parliament and  requested  10  assents 
under the second subparagraph of Article 228(3) 
of the EC  Treaty. For 25  of the consultations, the 
Council  requested  the  urgent  procedure  under 
Rule  97 of Parliament's rules of procedure, and 
the request was granted in 14 instances. 
The conciliation procedure was applied to the im-
plementation of a  special financial  cooperation 
measure for Turkey, to the arrangements for mak-
ing own resources available to the Community by 
Member States and to control provisions. 
The  Economic  and  Social  Committee  was  con-
sulted by the Council on 109 Commission pro-
posals  and  also  delivered  a  large  number  of 
own-initiative opinions. 
The Committee of the Regions was consulted by 
the Council on 10 occasions and prepared opin-
ions in  1996 on the regional impact of various 
policies and actions. 
(iii)  Transparency 
During 1996, measures to increase transparency 
continued  to  be applied  in  the working  proce-
dures  and  methods  of  the  institutions.  The 
Council thus adopted 229 legislative acts within 
the meaning of the annex to its rules of proce-
dure  in  1996.  These  acts  prompted  398  state-
ments  in  the  Council  minutes  which  were  re-
leased to the public in accordance with the code 
of conduct of 2  October 1995 on public access 
to the minutes and statements in the minutes of 
the Council acting as legislator. 
In the context of the procedure for public access 
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in the number of applications for documents by 
comparison  with  previous  years  and  a  signifi-
cant increase in the number of successful appli-
cations (58. 7 %for the period 1994-95). The per-
centage of documents supplied at first instance 
by the General Secretariat was 70.5, and 67 ad-
ditional documents were supplied by the Coun-
cil  as a  result of 24  confirmatory applications 
made  by  some  applicants.  In  total,  therefore, 
78 % of applications were successful. 
On  the  basis  of  a  report  from  the  Secretary-
General,  the Council also amended the decision 
on  public  access  to  Council  documents  in  the 
light of experience. 
As  to  open  debates,  in  addition  to  policy  de-
bates on the Presidencies' six-monthly work pro-
grammes, a total of 14 issues of Community in-
terest were  the  subject  of Council  discussions 
relayed to the public in 1996. 
(iv)  Information policy 
The task of public relations at Community level 
is to keep the population of the European Union 
Member  States  as  well  as  the  public  in  other 
European  countries  and  outside  Europe  con-
stantly informed of developments in the process 
of European integration, and thereby to increase 
its acceptance. 
In  1996 the Member States continued to cooper-
ate closely within the Working Party on Informa-
tion in order to further develop a joint informa-
tion  policy.  Inter alia,  the  joint European  pro-
gramme known as 'Contact magazine' was  pro-
duced  and  distributed  to  television  channels 
throughout the world. 
B.  Relations with the 
Council of Europe 
The year 1996 was marked by two initiatives de-
signed to intensify cooperation with the Council 
of Europe: the conclusion of an exchange of let-
ters between the Commission and the Council of 
Europe,  which  supplements  the  1987  arrange-
ment  on  cooperation  between  the  European 
Community and the Council of Europe, and the 
adoption by the Council and the Commission of 
common conclusions on detailed arrangements 
for  cooperation  between  the  European  Union 
and the Council of Europe. 
Cooperation with the Council of Europe in  sec-
tors concerning its activities will embrace all the 
areas covered by the Treaties, including Titles V 
and VI  of the Treaty on European Union, particu-
lar attention being given to the fields of educa-
tion and culture and to any other field that may 
from  time  to  time  be  identified  by  common 
agreement. 
At  political level, the eighth quadripartite meet-
ing  took  place  between  the  Council  and  Com-
mission, on the one hand, and the Chairman of 
the  Committee  of Ministers  and  the  Secretary-
General of the Council of Europe,  on the other, 
with  a  view  to  strengthening cooperation with 
the Council of Europe. 
c.  Financing the Union 
(i)  Budgetary procedures 
The budget for 1997 takes account of the princi-
ples of rigour and budgetary discipline also ap-
plicable to Member States at national level in or-
der to curtail public expenditure with the aim of 
a zero-growth budget. By comparison with 1996, 
the  1997 budget therefore evidences a  slowing 
in the growth of Community expenditure which 
could have been limited even further had there 
not been the added costs arising out of the cri-
sis in the beef and veal sector. 
At  the  end  of  the  budgetary  procedure,  the 
budget adopted for 1997 provides for an overall 
amount of ECU  89  13 7  million  in  commitment 
appropriations (c/a) and ECU  82  365.6 million in 
payment  appropriations  (p/a).  The  increase  in 
non-compulsory  expenditure  (NCE)  stands  at 
7.43 %in c/a and 2.43 % in p/a. Budget revenue 
was established taking into account the entry in-
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The budget for 1997 includes allocations for ac-
tion  likely  to  stimulate  economic  growth  and 
employment, such as research and development 
projects,  increased  amounts  for  the  trans-
European networks bearing in  mind the priority 
accorded to those networks, the continuation of 
projects  in  the  sectors  of education,  informa-
tion,  promotion of SMEs  and youth,  integration 
of equal opportunities for men and women into 
all  Community  policies  and  furtherance  of 
'greening'  policy,  financing  additional  costs  re-
lating to measures to combat bovine spongiform 
encephalopathy (BSE),  reforms in  some agricul-
tural sectors, the reallocation of expenditure left 
over from 199  5 under structural actions and the 
continuation of external action with priority for 
development  and  cooperation  with  Mediter-
ranean third countries and with central and east 
European countries. 
Under  the  budgetary  procedure  for  1997,  the 
Council approved the text of a  joint statement 
on  improving  the  provision  of  information  to 
the  budget  authority  on  fisheries  agreements 
which was the subject of an agreement between 
the  Parliament,  the  Council  and  the  Commis-
sion. The statement provides inter alia that dur-
ing the ad hoc conciliation procedure the Euro-
pean  Parliament  and  the  Council  will  seek  to 
agree on the amount to be entered in the head-
ings  relating  to  fisheries  agreements  on  the 
basis of the proposals made by the Commission 
and  that  if appropriations  relating  to  fisheries 
agreements prove insufficient,  the Commission 
will  provide the budget authority with the  nec-
essary information for an exchange of views, in 
the form of a  trialogue,  possibly simplified, on 
the causes of the situation, and on the measures 
which  might be  adopted under the established 
procedures. 
The  Council  adopted  a  supplementary  and 
amending  budget  for  the  financial  year  1996 
(SAB  No  1)  on the basis of the Commission pre-
liminary  draft  and  the  European  Parliament 
amendments. 
The  Council  also  adopted  the  recommendation 
to the European Parliament on the discharge to 
be given to the Commission in respect of the im-
plementation of the general budget of the Euro-
pean Communities for  the financial  year  1994, 
examined the special reports from the Court of 
Auditors and made a  statement relating to  the 
statement of assurance (DAS). 
(ii)  Financial management 
Following  examination  by  the  Council  of  the 
Commission's  1996  work  programme  for  the 
fight against fraud against the Community bud-
get, the Council adopted a series of conclusions 
supporting the  general  guidelines  for  the  spe-
cific measures envisaged by the Commission. 
The  Council adopted the  regulation concerning 
on-the-spot checks and inspections carried out by 
the Commission in order to protect the European 
Communities'  financial  interests  against  fraud 
and  other  irregularities.  This  regulation  lays 
down the additional general provisions provided 
for in the 1995 regulation on the protection of the 
European Communities' financial interests. 
The Council approved the conclusions on the re-
port of the  Personal  Representatives  Group  on 
sound financial management prepared under the 
SEM  2000 initiative by the Personal Representa-
tives Group under the chairmanship of Ms Gradin 
and Mr Liikanen, Members of the Commission. 
In accordance with the provisions of the interin-
stitutional agreement,  the  Council,  following  a 
proposal from the Commission, took a decision 
on the technical adjustments and on the adjust-
ments connected with the conditions for imple-
menting the table of the financial perspective. 
The· Council  continued  its work on the  adjust-
ments to be made to the financial regulation to 
take account of the entry into force of the provi-
sions  on  the  clearance  of  EAGGF-Guarantee 
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Ill.  INTERNAL  POLICIES 
A.  General economic situation 
and convergence 
A year marked by very moderate growth, 1996 
was the third consecutive year to show an up-
turn in economic activity since the recession in 
1992  and  1993.  The  increase  in  the  Commu-
nity's  GOP  in  1996  was  estimated  at  some 
1.6  %,  slightly below the level  in  the previous 
year. The employment situation remained prac-
tically unchanged by comparison with the pre-
vious  year,  with  unemployment  standing  at 
10.9 %. 
The increasing convergence towards stability of 
prices recorded in  1994 and 1995 continued in 
1996. The inflation rate in the Community is  in 
the region of 2.6 %.  Likewise, interest rates have 
shown a downward trend. 
Budgetary  measures  taken  in  Member  States 
have enabled the reduction of public deficits ini-
tiated  in  1994  and  1995  to  be  continued. 
Nonetheless,  the  adjustment  is  still  not  ade-
quately  reflected  in  the  public  debt.  The  ratio 
between public  debt and  GOP  continued to  in-
crease and reached almost 73.5% in 1996. 
Exchange  rates  within  the  European  Monetary 
System (EMS)  exchange mechanism stabilised in 
1996. The  Finnish marka joined the mechanism 
in  October  1996 and the  Italian  lira  in  Novem-
ber.  The currencies of 12  Member States hence-
forth belong to the exchange-rate mechanism. 
(i)  Economic policy 
The Council continued to monitor economic de-
velopments  in  the  Community  in  1996  and  to 
formulate  policies  with  the  twin  aims  of job-
creating  growth  and  the  achievement  of  eco-
nomic and monetary union (EMU). 
In  accordance  with  Article  1  03(2)  of  the  EC 
Treaty,  the  Council  adopted  the  recommenda-
tion  on  the  broad  guidelines  of  the  economic 
policies of the Member States and of the Com-
munity. It  stressed the need to continue the cur-
rent agreed  macroeconomic  policy  strategy on 
price  and  exchange-rate  stability  and  sound 
public finances. It  explained the partial absence 
of satisfactory results in terms of growth by the 
fact that that strategy had not been implement-
ed with sufficient rigour and credibility in most 
Member  States,  particularly  in  relation  to  con-
solidating public finances. 
The Council also stressed the importance of ap-
propriate initiatives in both the goods and serv-
ices markets and in the area of labour market re-
form  in order to improve market operation, in-
crease  competition and  make  the  price  forma-
tion  mechanism more  flexible  in  particular.  As 
for  the labour market,  the Council stressed the 
need  for  vocational  and geographical  mobility, 
the adjustment of education systems and a  re-
duction in indirect labour costs. 
The year 1996 was the third in which the pro-
cedure for  excessive government deficits  pro-
vided for  in Article  1  04c of the EC  Treaty was 
applied; the Council established that an exces-
sive  government  deficit  existed  in  Germany 
and  at  the  same  time  repealed  the  decision 
taken the previous year establishing the exist-
ence of an excessive deficit in Denmark, which 
had since reduced its public deficit to a  level 
well below the critical threshold of 3 % of GOP 
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the  ratio  of gross  debt  over  two  consecutive 
years. 
Subsequently, the Council, acting on a Commis-
sion  recommendation,  adopted  recommenda-
tions  with a  view  to  terminating the  excessive 
public deficit situation in 12  Member States: Bel-
gium, Germany,  Greece, Spain, France, Italy,  the 
Netherlands, Austria,  Portugal" Finland,  Sweden 
and  the  United  Kingdom.  These  recommenda-
tions point to measures for attaining budgetary 
rationalisation. 
In  1996  the  Council  examined  a  convergence 
programme  presented  by  Austria  within  the 
framework of multilateral surveillance of Mem-
ber States' economies. 
(ii)  Preparation for the third stage of 
economic and monetary union 
In accordance with Article 1  09j of the Treaty, the 
Council had to assess in 1996 whether a major-
ity of Member States fulfilled the conditions for 
the adoption of a  single currency. On  the basis 
of the proceedings of the European Monetary In-
stitute  and  the  institutions  taking  part  in  the 
procedure  (Commission,  European  Parliament 
and Council),  the Council,  meeting at Heads of 
State  or  Government  level  in  December  1996, 
noted that a  majority of Member States did not 
fulfil  the conditions and decided that the Com-
munity would not enter the third stage of EMU 
in 1997. 
The  European Council in  Florence in June  1996 
confirmed that the third stage of EMU  would be-
gin on 1 January 1999. 
The principles and main elements of the Stabil-
ity and Growth Pact were approved by the Euro-
pean Council in  Dublin on the basis of a  report 
from the Council aimed at ensuring sound pub-
lic  finances in the third stage of EMU.  It  set out 
rules  on  the  strengthening  of  surveillance  of 
budgetary  discipline  and  on  speeding  up  and 
clarifying  the  excessive  deficit  procedure  pro-
vided  for  in  Article  I 04c  of  the  EC  Treaty. 
Member States taking part in the euro zone will 
be liable to financial sanctions if they do not re-
act  effectively  in  the  event  of  an  excessive 
deficit in their public finances. 
The European Council meeting in Dublin under-
lined the need to  ensure durable budget disci-
pline  in  the  third  stage  of EMU  and welcomed 
the  agreement  reached  on  the  Stability  and 
Growth Pact.  It  requested the Ecofin  Council  to 
examine  intensively the Commission  proposals 
for two regulations, one on the strengthening of 
the  surveillance  and  coordination  of public  fi-
nances and the other on speeding up and clar-
ifying  the  implementation  of  the  excessive 
deficit  procedure.  Furthermore,  the  European 
Council invited the Ecofin  Council  to prepare a 
draft resolution on the Stability and Growth Pact 
to be adopted by the European Council in  June 
199 7,  recording the commitments of the  Mem-
ber States, the Commission and the Council to a 
strict application of the Treaty and the legal pro-
visions  on  budgetary  stability.  After  the  Euro-
pean  Council  has  adopted  the  resolution,  the 
Council will adopt the respective regulations. 
With  regard to relations between Member States 
participating  in  the  euro  area and  non-partici-
pating  Member  States,  the  European  Council 
meeting in Dublin, on the basis of reports from 
the European Monetary Institute and the Coun-
cil,  stated  that  all  the  Member  States  of  the 
Union will take part in the dialogue on all issues 
raised  by  the  transition  to  the  third  stage  of 
EMU,  that a stable economic environment to en-
sure proper functioning of the single market is 
in  the  interests  of all  Member  States  and  that 
participation in a new exchange-rate mechanism 
should  be  optional,  although  Member  States 
with a derogation could be expected to join that 
mechanism. 
As  to  the  architecture  of  this  exchange-rate 
mechanism,  the  European  Council  meeting  in 
Dublin  confirmed  that  the  system  would  be 
based  on  central  rates,  defined  vis-a-vis  the 
euro, that the standard fluctuation band would 
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intervention at the  margins would  in  principle 
be automatic and unlimited. The European Cen-
tral Bank and the central banks of the other par-
ticipants  could,  however,  suspend  intervention 
if this were to conflict with the primary objec-
tive of maintaining price stability. 
The  new  exchange-rate  mechanism will  be  set 
up by a  resolution of the European Council and 
agreement between the central banks. 
The  Council  reached  agreement  on  the  legal 
framework for the euro, comprising a regulation 
on the replacement of the ecu by the euro at a 
rate of one to one at the start of the third stage, 
the continuity of contracts when the euro is in-
troduced  and  technical  rules  for  conversion 
rates between national  monetary units and the 
euro,  including  rounding-off,  a  regulation  pro-
viding  that  the  currency  of  the  participating 
Member States will be the euro and making pro-
vision for the use of the euro during the transi-
tional period following the principle of 'no pro-
hibition,  no compulsion', and for  the introduc-
tion of euro notes and coins. The first regulation 
should be formally adopted in  the near future, 
in  order to reassure users, whereas the second 
regulation  cannot  be  formally  adopted  by  the 
Council, acting with the unanimity of the Mem-
ber States, without a derogation, until 1998 after 
a decision by the Member States participating in 
the euro (see Article 1  091(4)  of the EC  Treaty). 
B.  Employment 
Employment  remained a  priority of major pol-
itical  importance  for  the  Community  and  its 
Member States throughout 1996. 
The  European  Council  meeting  in  Florence  re-
viewed progress achieved on the basis of a joint 
interim  report  from  the  Council  and  the 
Commission. 
The European Council  meeting in  Dublin exam-
ined progress in  implementing the growth and 
employment  strategy  on  the  basis  of  a  joint 
report from the Council and the Commission on 
employment, a first report from the Commission 
on the initiative 'Action on employment: a confi-
dence  pact',  a  joint contribution  by  the  social 
partners on the confidence pact and the propos-
als contained in President Chirac's memorandum 
on a  European social model, which was submit-
ted at the meeting in Turin. 
In  order  to  emphasise  its  commitment  to  that 
strategy,  the  European  Council  adopted  the 
'Dublin  declaration on employment',  which  rec-
ommends  measures  stressing  the  need  to  en-
hance  labour market efficiency and  investment 
in human resources, giving particular support to 
vulnerable  groups  (women,  unemployed  youth, 
the  long-term  unemployed);  make  taxation and 
social  protection  systems  more  employment-
friendly;  intensify efforts to modernise markets 
for goods and services and exploit new sources 
of employment; and advance European competi-
tiveness and promote local development. 
The  Council  decided  to  set up an employment 
and labour market committee with a mandate to 
help  it  accomplish  its  task in  the  employment 
sphere. 
c.  Internal market 
As  in  previous years, the activities in  this field 
were  particularly  directed  towards  strength-
ening  the  internal  market  and  improving  its 
functioning. 
In  the  case  of free  movement  of persons,  the 
Council  carried  out  an  examination  - on  the 
basis  of amended  proposals  drawn  up  in  the 
light of the European Parliament's opinion - of 
a  package of three proposals from the Commis-
sion  designed  to  abolish  frontier  controls  on 
travellers within the Union. 
In  the field  of intellectual property, two impor-
tant measures were  adopted during  1996,  con-
cerning  harmonised  provisions  for  the  legal 
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supplementary  protection  certificate  for  plant-
protection products. 
The Council also made substantive progress on 
the directive  providing for  the legal  protection 
of industrial designs and models, by harmonis-
ing national registration procedures. 
Furthermore, a coordination of the positions of 
Member States and of the Commission was en-
sured  in  preparation  for  and  throughout  the 
Diplomatic  Conference  on  certain  copyright 
and  neighbouring  rights  questions  (Geneva,  2 
to  20  December  1996),  which  adopted  and 
opened  for  signature  the  WIPO  Copyright 
Treaty and the WIPO  Performances and Phono-
grams Treaty. 
In  the field of company law,  another major area 
in  which  legislation  is  still  outstanding,  the 
Commission established a  high-level group, un-
der  the  chairmanship  of  Viscount  Davignon, 
with a mandate to assist it in finding a solution 
to the problem of employee involvement in cor-
porate decision-taking, which has been primarily 
responsible for  blocking progress on the adop-
tion of the statute for a  European company and 
other corporate bodies at European level. 
Other noteworthy legislative  measures adopted 
during 1996 related to frontal and lateral impact 
of motor vehicles in collision, pollution levels of 
motor  vehicles,  and  the  customs  union  (the 
'Customs  2000'  programme  and  the  customs 
code). 
The  Council  adopted  common  positions  on 
Commission  proposals  relating  to  pressure 
equipment,  masses  and  dimensions  of  motor 
vehicles and dangerous substances. 
The  Council  continued  to  monitor  closely  the 
process of transposition of internal market leg-
islation  into  national  law,  noting that there re-
mained some significant gaps and that the qual-
ity  of  the  legislation  still  required  particular 
attention. 
On  the basis of a detailed report from the Com-
mission containing an initial analysis of the im-
pact  and  effectiveness  of  the  internal  market, 
the Council noted that the economic and social 
benefits  of  the  programme  were  beginning  to 
make themselves felt and made a renewed com-
mitment to the achievement of the internal mar-
ket  and  to  continued  vigilance  against  trade 
barriers. 
In  the  field  of administrative  cooperation,  the 
Council adopted a resolution on cooperation be-
tween administrations for the enforcement of in-
ternal  market  law,  covering  inter alia  the  cre-
ation  of a  network of contact  points  for  busi-
nesses and individuals, with links to competent 
bodies appointed by the Member States. 
Concerning legislative simplification,  the  Coun-
cil  welcomed  the  results of a  pilot  project un-
dertaken by the Commission to explore ways of 
lessening the constraints imposed by the  rules 
of the single market on undertakings in certain 
sectors and invited the Commission to bring for-
ward  proposals  to  adjust  the  legislation  con-
cerned and to extend the project to other fields 
of internal market legislation. 
The Council lent its full support to the Commis-
sion's initiative 'Citizens first', which is designed 
to  enable  citizens  to  understand  and  exercise 
their rights in the single market. 
Concerning the international aspects, 1996 saw 
the results of three years of negotiations in the 
customs field brought to fruition. Following the 
mandate  given  by  the  Council  in  April  1993, 
customs cooperation agreements were conclud-
ed between the Community and Korea and be-
tween the Community and the United States of 
America. 
On  13 December 1996, an agreement was signed 
between the Community and the United Mexican 
States on the control of precursor chemicals fre-
quently  diverted  for  the  illicit  manufacture  of 
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The  European  Community  concluded  negotia-
tions with Australia and New  Zealand for mutual 
recognition agreements in relation to conformity 
assessment. 
In  the case of Australia, the two parties initialled 
the text of a draft agreement, the procedures for 
the  designation  and  monitoring  of  conformity 
assessment bodies, and four joint declarations. 
In  addition,  the  representatives  initialled  eight 
sectoral annexes which will  provide  the  imple-
menting arrangements for the agreement. 
In  the case of New  Zealand, the text of the draft 
agreement was  initialled but it was agreed that 
the  seven  sectoral annexes would  be  initialled 
later pending the completion of certain internal 
procedures in New  Zealand. 
The  Council  held a  meeting with the ministers 
from the 10 associated countries of central and 
eastern  Europe,  within  the  framework  of  the 
structured dialogue with these countries during 
their pre-accession period. The two main themes 
of that meeting were progress and impact of im-
plementation  of the  White  Paper  recommenda-
tions and administrative cooperation. 
(i)  Tax harmonisation 
Here  the Council  initiated a  general  discussion 
on the problems arising in connection with taxa-
tion  with  a  view  to  arriving  at  an  overall  ap-
proach.  It  was felt  that in  the  pasl discussions 
had  too often been confined to  proposals con-
sidered in  isolation,  thus making  it impossible 
to carry out a  proper examination of more gen-
eral tax problems or of the question of slotting 
tax policy into the broader context of Commu-
nity policies. 
In  June  the  European  Council  meeting in  Flor-
ence recognised the advantages of an overall ap-
proach to tax-related matters and instructed the 
Council  to  submit  to  it,  before  the  European 
Council  meeting  in  Dublin,  a  report  on  the 
development of tax  systems within  the  Union, 
taking  account  of  the  need  to  create  a  tax 
environment that stimulates enterprise and the 
creation of jobs and to promote a more efficient 
environmental policy. 
A report was submitted to the European Council 
in  Dublin,  underlining among other things  the 
need  for  further work on  this  issue,  including 
the  question  of  tax  competition,  particularly 
with regard to the proper functioning of the sin-
gle market. 
In connection with the proper functioning of the 
single market and more specifically the issue of 
VAT,  the Council  took due note of the Commis-
sion communication entitled 'A common system 
of VAT  - a  programme for  the  single  market', 
which sets out the broad lines of the future de-
finitive  VAT  system.  The  Council  also  adopted 
directives on the  taxation of agricultural  prod-
ucts and on the standard rate of VAT. 
The Council adopted two decisions on the basis 
of the  procedure  in  Articles  2 7  and  30  of the 
sixth  VAT  directive,  authorising  two  Member 
States to take  two  measures to simplify collec-
tion of the tax. 
The  Council also adopted the directive  extend-
ing  the  period of validity  of the  specific  trav-
ellers' allowance  arrangements granted to  Den-
mark,  Finland and Sweden whereby those three 
Member States are authorised to maintain quan-
titative  restrictions on  certain alcoholic  drinks 
and tobacco products purchased in  other Mem-
ber  States  and  brought  into  their  territory  by 
private individuals for their own use. 
In  relation  to  excise,  the  Council  adopted  two 
decisions on harmonising excise duty structures 
for mineral oils. 
(ii)  Financial area 
In  1996  the  Council  continued its  proceedings 
on  completing  and  updating  the  legislation 
which forms the basis for the internal market in 
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In  response  to  requests  from  some  Member 
States, and on a proposal from the Commission, 
the Council adopted a directive updating the list 
of establishments  excluded  from  the  scope  of 
the banking directives. 
The Parliament and the Council adopted a direc-
tive amending recognition of contractual netting 
by the competent authorities to take account of 
the risk-reducing effects of contractual netting. 
They  also  adopted  a  directive  on  cross-border 
credit transfers containing provisions on infor-
mation for  customers wishing to make a  trans-
fer,  the obligations of the credit institutions con-
cerned and redress procedures. 
The Council adopted a common position with a 
view  to  adopting  a  directive  amending  the 
arrangements for the capital adequacy of invest-
ment  firms  and  credit  institutions  and  for  in-
vestment services in the securities field. 
Within  the framework of the co-decision proce-
dure with the European Parliament, the Council 
continued  its  proceedings  on  a  common  posi-
tion with a  view  to  adopting a  directive on in-
vestor compensation schemes. 
The Council also examined proposals on the re-
organisation  and  winding-up  of  credit  institu-
tions,  on  amending  the  solvency  ratio  system 
for  credit institutions, on updating certain pro-
visions in three banking directives, and on set-
tlement finality and collateral security. 
(iii)  Food  sector 
In a desire to contribute to public health and the 
proper functioning  of the  internal  market,  the 
Council continued the harmonisation of legisla-
tion  on  substances  used  in  the  production  of 
foodstuffs,  on  specific  foodstuffs  and on hori-
zontal provisions. 
In  the  case  of  legislation  on  substances,  the 
Council  adopted  directives  on  food  additives 
other  than  colours  and  sweeteners  and  on 
sweeteners  for  use  in  foodstuffs,  a  regulation 
laying  down  a  Community  procedure  for 
flavouring substances used or intended for use 
in or on foodstuffs and a decision on the main-
tenance of national laws  prohibiting the use of 
certain  additives  in  the  production  of  certain 
specific foodstuffs. 
The Council also reached agreement on the pro-
posal for a directive on the approximation of the 
laws of the Member States on extraction solvents 
used in  the  production of foodstuffs  and food 
ingredients. It  began examination of a new pro-
posal  to  adjust the directive  on food  additives 
other than colours and sweeteners to technical 
progress. 
With  regard  to  specific  foodstuffs,  the  Council 
adopted  directives  relating  to  the  exploitation 
and marketing of natural mineral waters and to 
foodstuffs  intended  for  particular  nutritional 
uses.  In  conjunction with  the  European  Parlia-
ment  in  a  conciliation  committee,  it  also  ap-
proved  a  draft  regulation  concerning  novel 
foods  and novel  food  ingredients,  necessitated 
by the appearance of new raw  materials in  the 
food  sector, new procedures and new technolo-
gies, including biotechnology. 
The  European  Parliament  and  the  Council 
adopted  a  directive  relating  to  foodstuffs  in-
tended for  particular nutritional uses in order 
to  prevent a  multiplicity of specific  directives 
for  such foodstuffs  in  line  with the simplifica-
tion decided on by the Commission. The Coun-
cil  also began examining a  series of proposals 
to  homogenise  and  simplify  the  legislation  in 
force for seven foodstuffs (cocoa and chocolate, 
certain  sugars,  honey,  fruit  juice,  preserved 
milk, etc.). 
In  the  case  of  horizontal  provisions,  a  draft 
amendment to the arrangements relating to the 
labelling,  presentation and advertising of food-
stuffs was approved in a conciliation committee 
as  provided  for  under  the  co-decision  proce-
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The  Council  also  continued  its  proceedings on 
the  proposal  for  a  directive  concerning  foods 
and food ingredients treated with ionising radia-
tion and particularly on the question of the re-
lationship  between  national  authorisations 
granted and the placing of such products on the 
Community market. 
From  an  institutional  standpoint,  it  should  be 
noted that, while  all  the dossiers in  this sector 
were adopted or were the subject of a common 
position, they are subject to the co-decision pro-
cedure. Only  two - the directives on novel  in-
gredients and on the labelling and presentation 
of foodstuffs - necessitated the intervention of 
a conciliation committee. 
(iv)  Telecommunications 
In  view  of  the  decision  to  fully  liberalise 
telecommunications  markets  within  the  Euro-
pean Union by 1 january 1998, the Commission 
has  presented  a  series  of proposals  for  direc-
tives  in  order to  create  an  appropriate  regula-
tory framework for a competitive telecommuni-
cations market and two communications: one on 
the universal service for telecommunications in 
the  context  of a  fully  Iiberalised  environment, 
the  other and  on  the  costing and  financing  of 
such a universal service. 
To  ensure a universal service to all  users by se· 
curing the  interconnection and  interoperability 
of  telecommunications  networks  and  services 
throughout the European Union, a common posi-
tion concerning the proposal on interconnection 
in  telecommunications  was  adopted  by  the 
Council,  but it was  unable  to  accept all  of the 
amendments  proposed by  the  European  Parlia-
ment  in  its  second  reading  and  requested  the 
opening of the co-decision procedure. 
The  Council adopted a common position on the 
proposal  adapting  the  existing  directives  on 
open  network  provision  (ONP)  and  on  leased 
lines  to  the  new  competitive  environment  in 
telecommunications. In December 1996 the Euro-
pean  Parliament  delivered  its  second-reading 
opinion,  which  has  yet to  be  examined  by the 
Council. 
The Council also adopted a common position on 
the  proposal  relating  to  a  common  framework 
for  general  authorisations  and  individual  li-
cences  in  the  field  of telecommunications  ser-
vices,  which  seeks  to  establish  a  balance  be-
tween  harmonisation  and  liberalisation  in  this 
area and  the  European  Parliament will  give  its 
second-reading opinion later in  1997,  in  accor-
dance with the co-decision procedure. 
In  November the Council held a policy debate on 
the Commission proposal on the application of 
open  network  provision  to  voice  telephony  in 
order to take account of the liberalisation of the 
telecommunications sector and to guarantee the 
provision  of  a  defined  universal  service  for 
telecommunications in the European Union. 
The Council adopted a common position on the 
proposal for a European Parliament and Council 
decision  on  a  series  of  guidelines  for  trans-
European  telecommunications  networks  cover-
ing objectives, priorities and the broad lines of 
measures envisaged  in  this field.  However,  the 
Council was unable to accept all  of the amend-
ments proposed by the European Parliament in 
its second reading and has therefore requested 
the  opening of the  conciliation  procedure with 
the European Parliament. 
It  should be recalled that this proposal was put 
forward  by the Commission  in  April  1996.  Fol-
lowing  annulment  by  the  Court  of  justice  of 
Decision 94/445/EC on the grounds of an incor-
rect legal basis and in  line with the Court deci-
sion, the Commission proposed a  new decision 
on  the  basis  of Article  129d(3)  of  the  Treaty 
maintaining the substance of the  original  deci-
sion. 
The  Council  adopted  a  decision  relating  to 
telematic networks between administrations for 
statistics  relating  to  the  trading  of goods  be-
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Following the adoption of the framework direc-
tive on the protection of individuals with regard 
to  the  processing of personal data and  on the 
free movement of such data, the Council adopt-
ed a common position on data protection specif-
ically related to digital telecommunications net-
works, in particular ISDN. 
The  Council  adopted a  common  position on a 
draft European Parliament and Council decision 
for a coordinated authorisation approach in  the 
field  of  satellite  personal  communications.  It 
should  be  noted  that  the  common  position 
adopted  by  the  Council,  whilst  retaining  the 
overall objective of the Commission to facilitate 
the rapid introduction of satellite personal com-
munications services in the Community,  differs 
from the approach of the Commission in that it 
places  the  emphasis  on  the  adoption  of  har-
monised  conditions  for  authorisations,  reflect-
ing the broad lines of the common position on 
the licensing directive. 
(v)  Postal services 
Throughout  1996 work continued  on the  pro-
posal for a  directive on common rules for  the 
development  of  Community  postal  services 
and  the  improvement  of  quality  of  services, 
which aims to guarantee the provision of a uni-
versal  service throughout the European Union 
whilst gradually introducing more competition 
into the postal sector and seeks to ensure high 
quality of service standards as well as harmon-
isation  of technical  standards  and  the  desig-
nation  of  independent  national  regulatory 
authorities. 
Following  the mandate of the Dublin  European 
Council, a special Council session on 18 Decem-
ber 1996 re-examined the proposal and a politi-
cal agreement was reached on the common posi-
tion,  providing inter alia for a gradual and con-
trolled liberalisation of the mail and specifying 
the procedure to be followed for further liberal-
isation,  especially  as  regards  direct  mail  and 
cross-border mail. 
(vi)  Statistics 
In  the course of the year, the Council made con-
siderable  progress  on  statistics,  particularly 
through the broad agreement reached in Decem-
ber  1996  on  the  regulation  on  Community 
action in  the field  of statistics, which is  a hori-
zontal  text  defining  the  principles  for  the 
production and dissemination of statistics and 
determining  the  respective  tasks  of  the  Com-
mission  (Statistical  Office)  and  national  statis-
tics institutes. 
The  Council's  activity  also  forms  part  of  the 
process  of  achieving  economic  and  monetary 
union which requires increased comparability in 
statistics. With  that in mind, the Council adopt-
ed a  regulation introducing a  European system 
of national and regional accounts to replace the 
system  applied  at  the  moment,  as  from  April 
1999, producing a considerable improvement in 
the  quality  of  the  statistical  information  pro-
vided by the Member States. 
The  comparability of data on labour costs and 
salaries in the European Union is  the subject of 
a regulation also adopted by the Council. 
The  Council  took  a  decision  confirming  Euro-
pean Monetary Institute participation in the pro-
ceedings of the Committee on Monetary,  Finan-
cial and Balance-of-Payments Statistics. 
D.  Agriculture and fisheries 
(i)  Agriculture 
Activities  in  this  area in  1996  centred on four 
main sectors: the ongoing process of reform the 
common  agricultural  policy  (CAP),  'day-to-day' 
management of the  CAP,  the  crisis  in  the beef 
and veal  sector mainly in  connection with  BSE, 
and  expanding  and  developing  legislation  on 
veterinary  matters,  plant  health,  seeds  and 
propagating materials and animal feed. 
The year 1996 was the second of full implemen-
tation of the first CAP  reform measures decided 
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the economic situation in the agriculture sector 
has been positive despite variations in different 
sectors.  It  has  encouraged  continuation  of the 
CAP  reform process which resulted in the adop-
tion  of the  reform  in  the  fresh  and  processed 
fruit and vegetable sector. The main objective of 
the reform is  to make the sector more competi-
tive,  by  strengthening  the  role  of  producer 
groups  and  encouraging  the  improvement  of 
product quality, boosting commercial value. 
There is no progress to report in the reform in 
the wine sector which is  currently enjoying sta-
ble market conditions. In  the tobacco and olive 
oil  sectors, the Council  reached  political agree-
ment with  the Commission on the approach to 
be  followed:  submission  by  the  Commission 
of  two  'option  documents',  policy  debate  and 
subsequent  submission  of  proposals  by  the 
Commission. 
Throughout the year the Council  discussed the 
issues  relating  to  CAP  management,  acting  on 
proposals  submitted  by  the  Commission.  The 
adoption of the 'price package' in july 1996, at 
the same time as the reform of the common or-
ganisation of the market in fruit and vegetables, 
was  particularly complex in  so  far as the Com-
mission proposals were in line with the policy of 
stability and budgetary discipline followed since 
the  1992  reforms  and  in  compliance  with  the 
Community's international commitments. 
Day-to-day  management activity related  mainly 
to the following sectors: rice,  sugar, milk,  eggs, 
sheepmeat and goatmeat, certain fruit and veg-
etables, floricultural products, wine and aroma-
Used  drinks,  tobacco,  hops  and  the  conse-
quences of the GATT Agreement. 
Particular  attention was  paid  to  the  situation in 
the beef and veal sector which experienced a seri-
ous crisis, both because of developments in it in 
recent years  (1992  reform and  the  GATT  Agree-
ment)  which  led  to  a  structural  imbalance  be-
tween supply and demand and because of recent 
scientific  discoveries  relating  to  Creutzfeldt-
Jakob disease (CJD)  and the possible link with BSE 
which  provoked  a  major  crisis  of  confidence 
among consumers. 
To deal with this crisis situation, the Council fol-
lowed an overall strategy at five different levels: 
eradication  of  BSE,  support  measures  for  pro-
ducers affected by  the  crisis,  short-term meas-
ures to improve the demand/supply ratio wher-
ever possible, measures designed to restore con-
sumer confidence, and long-term reform of the 
common organisation of the market in beef and 
veal. The Council had two major preoccupations 
in this connection: the need to make every effort 
to safeguard human health and to give compre-
hensive guarantees to the public on the matter, 
and the  need  to  do  everything  possible  to  en-
sure  survival  of the  Community beef and veal 
sector in view of its particular economic and so-
cial importance. 
The Council considered eradication of BSE  to be 
an  absolute  priority.  It  backed  the  provisional 
measures  banning  British  exports  adopted  by 
the Commission on 27 March 1996, supplement-
ing  the  embargo  with  a  series  of  additional 
health measures. The Florence European Council 
reached  agreement  on  an  overall  solution  in-
volving  measures  to  be  implemented  by  the 
United  Kingdom,  together  with  a  framework 
plan and a  procedure for  phased  relaxation of 
the export ban. 
Regarding  support  for  producers  affected  by 
the  crisis,  the  Council  adopted  two  decisions 
placing  a  total  of  ECU  1  350  million  at  their 
disposal. 
In  order to improve the demand/supply ratio as 
far  as  possible  in  the  short  term,  the  Council 
took a whole series of measures aimed chiefly at 
cutting beef production. 
Particular attention was given to measures to re-
assure consumers as to the quality and safety of 
beef,  and thus to win  back their confidence. A 
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measures were  adopted to  that end.  The  Com-
mission proposals to  the Council on identifica-
tion and registration of bovine animals and on 
the  labelling of beef and beef products consti-
tute a key feature of that approach. 
Lastly,  with  regard  to  long-term  reform  of the 
common organisation of the market in beef, the 
Council felt that, in addition to short-term meas-
ures,  a  change  had  to  be  made  to  the  beef 
regime. The change should have a  twofold aim, 
namely to match beef supplies in the Union with 
the  likely  long-term  level  of both internal  and 
external demand while ensuring that it does not 
affect the Union's ability to  honour its interna-
tional commitments, and to encourage the pro-
duction of high-quality beef using environment-
friendly  production  techniques  meeting  con-
sumers' legitimate expectations. 
Moreover, in the interests of transparency and in 
order to restore European citizens' trust in  the 
functioning of the  institutions,  the Council  co-
operated  fully  with  the  European  Parliament's 
Temporary  Committee  of  Inquiry,  providing  it 
with all relevant documentation. 
Harmonisation of the veterinary sector has been 
actively  continued.  The  chief  results  obtained 
include a ban on the use of hormones in  stock-
farming  and  related  control measures,  a  direc-
tive concerning the rules to be followed in issu-
ing certificates for animals and animal products, 
the  political  agreement  reached,  on  the  one 
hand, on minimum standards for the protection 
of calves as regards the minimum area available 
and,  on the other hand,  on the amendment of 
the directive on health problems affecting intra-
Community trade in bovine animals and swine. 
The Council also kept a close watch on develop-
ments in  the negotiations with the Community's 
principal  trading  partners,  aimed  at  concluding 
veterinary  and  plant-health  equivalence  agree-
ments.  Those  negotiations  have  enabled  a  first 
agreement to be signed with New Zealand and sig-
nificant progress to be made in various other cases. 
Regarding harmonisation of agricultural legisla-
tion,  the Council adopted a  number of acts de-
signed  to  supplement  rules  already  being  ap-
plied or to adapt them to requirements deriving 
from the functioning of the internal market. 
The Council also took all the necessary decisions 
in connection with the headquarters (Angers) of 
the Community Plant Variety Office and the ap-
pointment of the persons in charge of it. 
Lastly, the Council continued its efforts to reach 
concerted Community positions in international 
forums concerned with agriculture,  particularly 
at the World  Food Summit in  Rome in November 
1996,  the Codex Alimentarius  proceedings, the 
OECD,  the  international  conference  concerning 
genetic  resources,  and  the  proceedings  of the 
special  session  of  the  United  Nations  General 
Assembly  (Ungass)  with  a  view  to  reaching  a 
consensus on the establishment of a negotiating 
committee  for  the  conclusion  of a  global  con-
vention for all types of forests. 
The Council adopted a  number of EAGGF  Guar-
antee Section provisions making it possible both 
to reduce the financial  costs borne by Member 
States  with  interest  rates  significantly  higher 
than the uniform interest rate, and to  continue 
Community co-financing connected with the in-
tegrated administration and control system for 
certain Community aid schemes pending a final 
decision on the Commission proposal seeking to 
maintain that facility. 
In the agri-monetary field, the Council, following 
the same practice as in the past to deal with ap-
preciable revaluations, took measures in respect 
of the Swedish krona and the Finnish markka to 
reduce the cost of applying the provisions of the 
basic regulation. 
On  the  subject  of  agricultural  statistics,  the 
Council  took  two  major  measures  designed  to 
enable  the  system  of  Community  agricultural 
statistics better to meet the information require-
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As  in  the previous year,  the Council conducted 
a  structured  dialogue  with  the  CCEE  on  rural 
development. 
(ii)  Fisheries 
The year was a  busy one for  the common fish-
eries  policy,  not  only  in  terms  of  legislation 
adopted, but also  the  discussion of key  objec-
tives  in  the areas  of conservation,  control and 
enforcement, as well as the related and sensitive 
issue  of achieving a  balance  between the  fleet 
capacity  of  the  European  Union  and  the  re-
sources available - in the shape of the Commis-
sion's  proposed  set  of  multiannual  guidance 
programmes for 1997-2002. 
Conservation policy was marked in particular by 
a  50 % cut in the total allowable catch (TAC)  of 
North Sea herring, after consultation with Norway 
(which  shares  the  joint  management  of  this 
stock), when it became clear in june that the stock 
was under intense threat. Having adopted a regu-
lation establishing additional conditions for the 
year-to-year management of TACs and quotas (the 
underlying  principle  is  that any overfishing of 
quotas must be  paid back),  the Council applied 
this rule for the first time to a number of sensitive 
stocks on the occasion of the annual setting of 
TACs and quotas at the end of the year. 
A considerable future reinforcement of the con-
trol of Community fishing activities was achieved 
when the first measures to introduce a  general 
satellite-tracking system for fishing vessels were 
decided in principle. Intensive discussions con-
tinued on the revision of the legislation on tech-
nical conservation measures, which must be ren-
dered less complicated, more easily understand-
able, and more effectively enforceable. 
In the interests of producers and consumers alike, 
the Council adopted a regulation reforming com-
mon marketing standards, with the aim of improv-
ing product quality and facilitating marketing. 
In  the  field  of  international  fishery  relations, 
concentration on the  priorities of conservation 
was  illustrated by the decision on the Commu-
nity's  accession  to  the  FAO  Agreement  to  pro-
mote compliance with international conservation 
and management measures by fishing vessels on 
the  high  seas,  as well  as  progress towards  the 
Community's  accession  to  the  United  Nations 
Agreement on Straddling Fish Stocks and Highly 
Migratory Species. The Community also conclud-
ed new arrangements for  the joint management 
with Norway of herring stocks in  the North Sea, 
and began consultations with Norway for a simi-
lar arrangement concerning mackerel. 
The  Community  organised  the  second  Diplo-
matic Conference on the Conservation and Man-
agement of Fisheries  Resources  in  the  Mediter-
ranean and began negotiations for accession to 
the  General  Fisheries  Council  of  the  Mediter-
ranean, a  body of which several Member States 
of the Union are already members. 
The Community concluded new agreements with 
Estonia,  Latvia  and  Lithuania  (replacing,  after 
their accession to the Community,  the bilateral 
agreements  between  Finland  and  Sweden  with 
the three Baltic States), whilst in  the south very 
important agreements were renewed with Mauri-
tania and Morocco; all these agreements go well 
beyond  the  simple  acquisition  or  exchange  of 
fishing rights and point to a future of integrated 
cooperation  with  the  Community's  overseas 
partners. 
Finally,  the Council launched the process of re-
flection on the shape of the future common fish-
eries policy after the year 2002 (when the exist-
ing policy will  be reviewed) on the basis of the 
present acquis. 
E.  Transport 
Community  guidelines  for  the  development of 
the  trans-European  transport  network  were 
adopted  by  the  European  Parliament  and  the 
Council at the end of the conciliation procedure. 
These  guidelines  may  be  seen  as  providing  a 
general  framework  setting  out  objectives  and 
indicating  the  development  planned  for  the 
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transport networks up to 2010 and the measures 
to  be  taken to achieve  it.  They cover all  trans-
port infrastructure with a view to intermodal in-
tegration.  The  guidelines  identify  projects  of 
common  interest  in  the  context  of those  net-
works. Those projects alone will  be eligible for 
Community financial  support under the budget 
heading  for  trans-European  networks  or  from 
the Cohesion Fund. 
As  part of the structured dialogue,  the Council 
held a  meeting with  the transport ministers of 
the  CCEE  on the  development of rail  and com-
bined transport and on transport pricing. 
(i)  Inland transport 
In  the field of road transport, the Council adopt-
ed a directive concerning driving licences, defin-
ing a Community-model driving licence in elasti-
cised credit card format to serve as an alterna-
tive to the paper model provided for in a previ-
ous directive, and also a common position with 
a view to adopting a directive designed to estab-
lish a  list of harmonised codes for transcribing 
the information to be entered in national driving 
licences issued in accordance with the Commu-
nity model. 
The  Council adopted a  directive designed both 
to amend  once  again  the  directive  on weights, 
dimensions and certain other technical  charac-
teristics of certain road vehicles and recast it in 
a single text together with the directive relating 
to  proof of compliance  of vehicles.  It  further 
adopted a directive on the approximation of the 
laws  of  the  Member  States  relating  to  road-
worthiness  tests  for  motor  vehicles  and  their 
trailers, seeking to ensure that road traffic with-
in  the  Community  operates  under  the  most 
favourable circumstances as regards both safety 
and competitive conditions applying as between 
carriers in the various Member States. 
Finally,  the  Council  adopted  a  directive  on ac-
cess to the occupation of road haulage operator 
and passenger transport operator,  representing 
the legislative consolidation of earlier directives 
on access to that occupation and reflecting the 
Council's desire to make Community law simpler 
and clearer. 
Regarding inland navigation, the Council adopt-
ed a regulation seeking to ensure free access for 
the Member States'  inland waterway carriers to 
all  traffic  between  Member  States  without  any 
discrimination  based  on  nationality  and/or 
place of establishment, and also a  directive fit-
ting within the context of the Council directive 
on  the  reciprocal  recognition  of national  boat-
masters'  certificates  for  the  carriage  of  goods 
and  passengers  by  inland  waterway;  the  new 
directive  provides  for  a  single  national  boat-
master's  certificate  issued  on  the  basis  of 
harmonised  conditions  using  a  Community-
designated  model,  and  mutually  recognised by 
the Member States. 
The Council also adopted a package of measures 
provided for in the Commission communication 
on a common policy for the organisation of the 
inland  waterway  market  and  accompanying 
measures, including a directive aimed at liberal-
ising gradually and in a harmonised fashion the 
rotation systems still  existing in  some Member 
States, a regulation authorising a Community fi-
nancial  contribution to  the  scrapping funds  of 
the  Member  States  concerned  for  1996,  and  a 
further  regulation  designed  to  promote  inland 
waterway transport through temporary support 
arrangements  for  investments  in  inland  water-
way terminals. 
On  rail  transport,  the Council adopted a  direc-
tive  aimed at transposing into Community law 
the international regulations concerning the in-
ternational carriage of dangerous goods by rail 
(RID).  It  further adopted a directive on the inter-
operability of the trans-European high-speed rail 
system, whose objective is to allow the uninter-
rupted movement of high-speed trains through-
out the Community. 
In  the field  of combined transport the Council 
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towards  extending  for  two  years  (  1996  and 
1997)  the  present  system  of granting aids  for 
combined transport on a temporary basis. 
On  the  subject of transport safety,  the Council 
adopted a directive providing that undertakings 
involved  in  the transport by  road,  rail  and  in-
land waterway of dangerous goods or loading or 
unloading  operations  associated  with  such 
transport must appoint, no later than 31  Decem-
ber 1999, one or more duly qualified safety ad-
visers  for  the  transport  of  dangerous  goods, 
with  responsibility  for  helping  to  prevent  the 
risks to persons, property and the environment 
inherent in the transport of dangerous goods. 
(ii)  Air transport 
Work is continuing on the consolidation of liber-
alisation  of  air  transport,  and  discussions  on 
closer cooperation and on harmonisation of the 
Community  civil  aviation  market  with  that  of 
the United  States and - more  recently - with 
that of the CCEE  have begun. 
With  an eye  to completion of the  liberalisation 
process, the Council adopted a  directive on ac-
cess  to  the  groundhandling market at Commu-
nity airports,  laying  down arrangements and a 
timetable  for  liberalising  self-handling and  for 
services provided by third-party companies, and 
also  the  possibility  of limiting  the  number  of 
suppliers for certain categories of services. 
Regarding external relations, the Council adopt-
ed decisions authorising the Commission to ne-
gotiate  an  agreement between  the  Community, 
the  European  Space  Agency  and  the  European 
Organisation  for  the  Safety  of  Air  Navigation 
(Eurocontrol)  on  the  European  contribution  to 
the  setting-up  of  a  global  navigation  satellite 
system,  to  open  negotiations  with  the  United 
States on air transport with a view to establish-
ing an EU-US  common aviation area, and to ne-
gotiate  agreements  on access  to  the  air trans-
port market between the European Community 
and  the  CCEE  aimed at integration of their re-
spective air transport markets. 
(iii)  Shipping 
The Council continued to concern itself with the 
economic  situation  in  the  field  of  shipping, 
mapping out the general  framework  for  action 
on its part. It  agreed on a resolution on a strat-
egy to increase the competitiveness of Commu-
nity shipping, setting forth  its view that the de-
velopment  of  Community  shipping  was  condi-
tional  on  the training of seafarers,  research and 
development, development of short sea shipping, 
fair competition, open markets and safety at sea. 
In  its  resolution  on  short  sea  shipping,  the 
Council  stated its  intention of encouraging the 
growth of this  mode  of transport with  due  re-
gard  for  the  free  choice  of users,  through  in-
creased operator efficiency, active integration of 
short sea shipping into the intermodal transport 
chain and free and fair competition between the 
various modes of transport. 
The Council continued to strive for greater safe-
ty at sea, adopting a directive on marine equip-
ment, imposing, from  1 january 1999 onwards, 
certain testing standards for  equipment placed 
on  board  vessels  flying  a  Member  State's  flag, 
and  also  setting  strict  requirements  regarding 
professional ability for bodies checking compli-
ance with those standards. 
On  the international level, the Council reviewed 
problems arising in trade relations with non-EU 
countries and ensured coordination of Member 
States' positions in international forums, such as 
the  International  Maritime  Organisation  (IMO), 
the International Labour Organisation (ILO)  and 
the  84th  session  (devoted  to  shipping)  of the 
International Labour Conference. 
F.  Social policy 
In  the  field  of  labour  relations,  the  Council, 
acting  under  the  co-decision  procedure  with 
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the  European  Parliament,  adopted  a  directive 
on the posting of workers in the framework of 
the  provision of services,  setting the  require-
ment  that  the  conditions  of employment and 
pay in force  in  a  Member State  must apply to 
both  national  workers  and  to  workers  posted 
elsewhere as part of a  transnational provision 
of services. 
The Council also adopted a directive concerning 
the framework agreement on parental leave con-
cluded by certain general cross-industry organi-
sations (UNICE,  CEEP and ETUC).  This is the first 
directive implementing an agreement concluded 
by the social partners at Community level on the 
basis of the Agreement on Social Policy conclud-
ed  between  14  Member  States and  annexed  to 
the Treaty (the  United  Kingdom  is  not party to 
that agreement). 
The  Council  also  held  a  policy  debate  on  the 
Commission communication on worker informa-
tion and consultation. 
The Commission informed the Council of the es-
tablishment of the high-level group on 'workers' 
involvement in  European  systems with particu-
lar  reference  to  the  European  company statute 
and  other  pending  texts',  chaired  by  Viscount 
Davignon. The group is due to report in  spring 
1997. 
Regarding health and safety at work, the Coun-
cil  adopted a  common position concerning the 
amended  proposal  for  a  directive  on  the  pro-
tection of workers from the risks related to ex-
posure to carcinogens at work.  It  continued its 
work on the proposal for a directive on the pro-
tection  of  the  health  and  safety  of  workers 
from  the  risks  related  to  chemical  agents  at 
work. 
On  the subject of equal treatment for  men and 
women, the Council discussed the proposal for a 
directive on the burden of proof in cases of dis-
crimination based on sex, which is also based on 
the  Agreement  on  Social  Policy.  Following  the 
Court's judgment in the Kalanke case, the Coun-
cil held a political exchange of views on the pro-
posal for  a  directive amending the directive on 
the  implementation  of  the  principle  of  equal 
treatment for men and women as regards access 
to employment, vocational training and promo-
tion, and working conditions. 
In  the framework of the implementation of the 
action programme adopted at the fourth World 
Conference on Women,  the  Council  took stock 
of  the  follow-up  to  the  Peking  Conference  at 
both Community and national level, in particu-
lar  as  regards  the  legislation  adopted  in  the 
field  of  equal  opportunities  for  men  and 
women at Community level since the end of the 
conference  and  the  follow-up  measures 
adopted or planned in  the Member States and 
by the Commission. 
Further to the action programme of the Peking 
Conference, the Council adopted a recommenda-
tion  on  balanced  participation  of  men  and 
women  in  the decision-making  process,  with  a 
view to promoting the balanced participation of 
men  and  women  in  all  levels  of the  decision-
making process in the political, economic, social 
and  cultural  spheres.  It  also adopted a  resolu-
tion  on  mainstreaming  equal  opportunities  for 
men  and  women  into  the  European  Structural 
Funds. 
The  Council  adopted  a  directive  amending the 
directive  concerning  equal  treatment  for  men 
and  women  in  occupational  social  security 
schemes in order to bring it into line with Arti-
cle 119 of the Treaty as interpreted by the Cour:t 
of justice, particularly in its Barber judgment of 
17 May  1990. 
The  Council  held  a  public debate on the docu-
ment submitted by the Commission at the end 
of 1995  entitled 'Future  of social  protection:  a 
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The Council and the representatives of the gov-
ernments of the Member States,  meeting within 
the Council, adopted a resolution on the role of 
social  protection  systems  in  the  fight  against 
unemployment,  calling  upon  Member  States  to 
incorporate into their social  protection policies 
the objectives of combating unemployment and 
of  integrating  and  reintegrating  unemployed 
men and women into economic and social  life. 
The  Commission  was  invited  to  encourage  ex-
changes  of  information  and  experiences  and 
also  collective  reflection  within  the  existing 
structures, and to analyse developments,  inno-
vation and progress achieved and submit appro-
priate reports to the Council. 
The Council and the representatives of the gov-
ernments of the Member States, meeting within 
the Council, also adopted a resolution on equal-
ity  of opportunity for  people with  disabilities, 
calling upon Member States to consider their rel-
evant policies and to  promote the involvement 
of representatives of people with disabilities in 
the implementation of and follow-up to relevant 
policies  and  actions  in  their favour.  The  Com-
mission was also invited to take account, where 
necessary  and  within  the  provisions  of  the 
Treaty,  of the principles set out in  that resolu-
tion  in  any  relevant  proposal.  The  other Com-
munity institutions and bodies were  invited  to 
contribute  to  the  realisation  of  the  aforemen-
tioned principles in the framework of their own 
policies and activities. 
Regarding the free movement of workers and so-
cial  security  for  migrant  workers,  the  Council 
adopted a resolution on the transparency of vo-
cational training certificates, calling on Member 
States to promote increased transparency of vo-
cational training certificates and to promote the 
measures necessary for issuing vocational train-
ing  certificates in  other Community languages. 
In  the field  of social security for migrant work-
ers, the Council adopted a  regulation amending 
and updating Community legislation. 
The  dialogue  with  the  social  partners was  fur-
ther pursued at the Rome  Tripartite Conference 
and  also  within  the  Standing  Committee  on 
Employment. 
G.  Education and young people 
The Council decided to extend the second phase 
of  the  trans-European  cooperation  scheme  for 
higher education (Tempus II) for a period of two 
years beginning on 1 july 1998. The Tempus II 
programme aims to promote the development of 
higher education  systems  in  the  partner coun-
tries  (countries  of central  and  eastern  Europe, 
countries of the former Soviet Union,  and Mon-
golia)  within  the  general  guidelines and  objec-
tives  of the  Phare  and Tacis  programmes.  The 
extension  coincides  with  the  timescale  of  the 
Tacis  regulation,  and  also  provides  for  the 
changing situation of those countries of central 
and  eastern  Europe  which  have  concluded  or 
will conclude association agreements and which 
will  become eligible for participation in internal 
EC  programmes such as  Socrates,  Leonardo  da 
Vinci  and Youth for Europe III. 
The  Council  adopted  conclusions  on the  Com-
mission's White Paper 'Teaching and learning: to-
wards  the learning society',  indicating that the 
Community  institutions,  each  within  its  role, 
must contribute  to  defining areas  for  common 
action which strictly adhere to the provisions of 
the Treaty. 
The Council also adopted a resolution on educa-
tional multimedia software in the fields of educa-
tion and training, calling on all parties to encour-
age dissemination of best practice in  this field 
and inviting the Commission to submit a report to 
the Council by the end of 1997 on progress, ob-
stacles and additional action required to the year 
2000 and to take account of the fields of educa-
tion and training in the context of its overall ini-
tiatives on the information society. 
The  Council  adopted  conclusions  on  the  syn-
ergies  between  academic  recognition  and 
professional  recognition  of  qualifications  in 
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and  the  Commission  to  encourage  improved 
coordination  between  national  information 
dissemination structures in these two areas of 
recognition. 
The Council furthermore agreed conclusions on 
school effectiveness: principles and strategies to 
promote success at school, setting out a frame-
work of possibilities for development which are 
intended  to  enable  succeeding Presidencies,  at 
their discretion, to give more detailed consider-
ation to the issues raised. 
Following  an  initiative  taking  into  account  the 
Commission's  White  Paper  on  education  and 
training,  the Council adopted conclusions on a 
strategy for lifelong learning providing a  cohe-
sive structure within which the initiatives under-
taken at the various levels of education and train-
ing can be harnessed towards a unifying purpose. 
Finally,  the Council adopted conclusions on lo-
cal  community development through education 
and training, the concept of which is essentially 
about empowering people, at local  level,  to be-
come  involved  in  the  identification  of  their 
needs and in developing, within legal and budg-
etary  frameworks,  learning  and  other  pro-
grammes appropriate  to  those  needs  in  a  pro-
gressive and participative way. 
The  Council  and  the  ministers  for  education 
meeting within  the  Council  acknowledged  in  a 
declaration  on  the  protection  of children  and 
countering paedophilia that the education sector 
had an important role to play,  in a coordinated 
approach involving a  number of areas,  in  tack-
ling  paedophilia  and  protecting  children.  The 
declaration states that exchanges of information 
on the practices and approaches in the Member 
States, facilitated by a  Commission survey, will 
be beneficial in  this. 
H.  Culture 
The Council modified the directive on the return 
of cultural goods unlawfully removed from  the 
territory of a  Member  State  and the  regulation 
on export of cultural goods with a  view  to ex-
tending  coverage  to  include  watercolours, 
gouaches and pastels. 
In  accordance with the  procedure laid  down  in 
Article  189b of the Treaty,  the European Parlia-
ment and the Council adopted a decision estab-
lishing a programme to support artistic and cul-
tural  activities  having  a  European  dimension 
(Kaleidoscope). The  programme is  to encourage 
cooperation at European level  between Member 
States  in  the  field  of culture and  includes  the 
following  fields  of  action:  support  for  events 
and cultural projects carried out in partnership 
or through networks; large-scale European coop-
eration actions;  involvement of third countries; 
European City of Culture and European Cultural 
Month;  and  specific  measures.  The  financial 
framework  for  this  programme  for  the  period 
1  January  1996  to  31  December  1998  is 
ECU  26.5 million. 
Furthermore,  the  Council  adopted  its  common 
position concerning the implementation at Com-
munity  level  of  a  support  programme  in  the 
field of books and reading, in particular through 
translation  in  Europe  (Ariane).  As  the  Council 
was  unable  to  adopt  all  of  the  Parliament's 
amendments  forwarded  under  the  co-decision 
procedure, the conciliation procedure will  com-
mence in mid-1997. 
The  Council  also adopted a  common position 
on a Community action programme in the field 
of cultural heritage - the Raphael programme, 
which  aims  to  support  and  supplement, 
through cooperation, the action taken by Mem-
ber States  in  the  field  of cultural  heritage  of 
European  importance.  As  the  Council was  un-
able  to  adopt  all  of  the  Parliament's  amend-
ments forwarded under the co-decision proce-
dure,  the  conciliation  procedure  will  com-
mence in mid-1997. 
In  1996 the Council adopted two resolutions on 
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publishing and  libraries  respectively.  The  first 
resolution helps to target more accurately meas-
ures  concerning  access  to  culture  for  citizens 
within Community programmes; the second res-
olution calls upon the Commission to look into 
the various legal, technical and cultural aspects 
of electronic documents, from their creation to 
their utilisation, as well as the fresh cultural and 
social  challenges  to  be  met  by  libraries,  espe-
cially public libraries, in the new economic and 
technological environment. 
It  also agreed on a resolution on the integration 
of  cultural  aspects  into  Community  actions 
which  will  be  formally  adopted  at  a  Council 
meeting in 1997. 
At  its December meeting, the Council designated 
Plovdiv (Bulgaria) as the city to organise the Cul-
tural Month of 1999. 
I.  Information society and 
audiovisual industry 
Further  to  the  conclusions  of the  Corfu  Euro-
pean Council and to a  set of Commission com-
munications  grouped  together  under  the  title 
'The information society: from Corfu to Dublin', 
work has continued on the economic, legal,  so-
cial and societal aspects of the information so-
ciety.  Following  a  wide-ranging  exchange  of 
views,  the Council adopted a  resolution on the 
new political priorities concerning the informa-
tion society. 
Moreover, as part of the structured dialogue ini-
tiated by the  European  Council  meeting in  Es-
sen, the Council held a joint meeting with CCEE 
ministers  on  the  subject  of  the  information 
society. 
The Commission adopted a  revised action plan 
entitled 'Europe at the forefront of the global in-
formation  society:  rolling  action  plan',  which 
was  presented to  the  Dublin  European  Council 
in December 1996. 
The  Commission  submitted  a  Green  Paper  en-
titled 'Living and working in the information so-
ciety: people first', by means of which it intends 
to stimulate a wide-ranging debate on the social 
aspects of the information society. 
In  the area of telecommunications, the Council 
adopted a  multiannual programme to stimulate 
the development of a European multimedia con-
tent industry and to encourage the use of multi-
media content in the emerging information soci-
ety (INFO  2000), with a global budget of ECU  65 
million for the four-year programme. 
Also in this context, the Council adopted a deci-
sion on the adoption of a multiannual programme 
to promote the linguistic diversity of the Commu-
nity in the information society (MUS). 
In  view  of the rapid development of the Inter-
net,  the problem of its illicit  use has been ad-
dressed  by the  Council  on a  number of occa-
sions in 1996 and an ad hoc Commission work-
ing party was set up to examine practical meas-
ures to  combat illegal  and  harmful content on 
the Internet. With respect to the particular prob-
lems of paedophilia on the Internet, the Council 
and  the  representatives  of  the  Member  States 
meeting within the Council adopted a resolution 
which called on the Commission to continue its 
work in this area and invited Member States in-
ter alia to encourage and facilitate  self-regula-
tory systems, the provision to users of filtering 
mechanisms  and  the  establishment  of  rating 
systems. 
The  Council  agreed  on  conclusions  requesting 
the Commission to follow up work on the Green 
Paper on  the  protection of minors  and  human 
dignity  in  the  audiovisual  and  information 
services. 
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Furthermore, the Council adopted a common po-
sition  amending  the  'television  without  fron-
tiers' directive with a  view to  bringing it up to 
date and improving the operation of the direc-
tive, so as to provide a stable legal environment 
conducive to the development of the audiovisu-
al  industry  in  the  European  Union.  Since  the 
Council was unable to adopt all of the European 
Parliament's  amendments  forwarded  under  the 
co-decision procedure, the Community's concili-
ation procedure will start in early 1997. 
J.  Public health 
Progress  on  Community  public-health  action 
programmes  in  five  priority  areas  has  been 
satisfactory. 
Thus,  it  was  possible  to  adopt  the  action  pro-
gramme on health promotion, information, educa-
tion and training (budget: ECU  3 5 million), the ac-
tion plan to combat cancer (budget:  ECU  64  mil-
lion) and the action programme on the prevention 
of AIDS and certain other communicable diseases 
(budget: ECU 49.6 million), and also the action pro-
gramme  on the  prevention of drug dependence 
(budget: ECU  27 million). The latter programme is 
in response to the priorities for action on health 
and,  as  regards  drug demand  reduction,  repre-
sents  an  essential  component  of the  European 
Union action plan to combat drugs and of the ac-
tivities decided by the Cannes European Council. 
Regarding  the  action  programme  on  health 
monitoring, the Council requested the opening 
of  the  conciliation  procedure,  to  take  place 
early in  1997. The  programme is  designed  to 
contribute to the measuring of the health situ-
ation  in  the  Community,  and  to  facilitate  the 
planning  and  evaluation  of  Community  pro-
grammes  and  actions  and  Member  States' 
health policies. 
The  abovementioned  programmes  and  plans 
seek  to  encourage  cooperation  between  the 
Member  States,  support their action as regards 
both  basic  knowledge  and  information for  the 
public, and promote coordination of their poli-
cies  and  programmes.  They  are  to  be  imple-
mented over a  five-year  period (1996-2000) by 
the Commission in cooperation with the Member 
States, and are open to the associated countries 
of central and eastern Europe and also to Cyprus 
and Malta. 
Communicable diseases are being given increas-
ing  attention  due  to  the  resurgence  or  emer-
gence of certain diseases and in connection with 
the advancing abolition of internal frontiers. For 
this  reason,  the  Council  began  considering  a 
proposal to create a network for epidemiological 
surveillance  and  control  of communicable  dis-
eases, which seeks to set up communication, co-
operation and  coordination  structures at  Euro-
pean level. Alongside that initiative, a task force 
was set up with a view to creating a global early 
warning and response system for communicable 
diseases in the context of transatlantic relations 
with the United States. 
In  the  context  of communicable  diseases,  the 
implications for public health of the 'mad cow' 
crisis,  i.e.  the  possible  link  between  bovine 
spongiform  encephalopathy  and  the  new 
strains of Creutzfeldt-Jacob disease, prompted 
the Council on two occasions to adopt a  set of 
conclusions  on  transmissible  spongiform  en-
cephalopathies. The conclusions emphasise the 
need  ~o give  top priority to  public-health pro-
tection and urge  the  monitoring of the  scien-
tific evidence relating to Creutzfeldt-Jacob dis-
ease,  epidemiological  surveillance of that dis-
ease and increased cooperation between Mem-
ber States. 
Blood  safety is  a  matter of constant concern to 
the Council.  Therefore,  following  its  resolution 
on the matter of 2 June 1995, it adopted a reso-
lution  on a  strategy towards  blood  safety and 
self-sufficiency in  the Community which draws 
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largely  on  the  conclusions  of  the  colloquium 
held in Adare (Ireland, September 1996). 
The Council  looked again into the matter of re-
ducing  smoking;  it  adopted  a  resolution  de-
signed  to  give  fresh  impetus  to  the  efforts  to 
achieve that goal. On the other hand, differences 
of  views  continue  to  exist  regarding  the  ban 
which the proposed directive places on the ad-
vertising of tobacco products. 
Alongside  its  legislative  activities,  the  Council 
underscored the importance it attached - in ac-
cordance with the Treaty- to the integration of 
health-protection requirements into Community 
policies  by adopting,  in  response  to  the  Com-
mission's second annual report on the matter, a 
further  resolution  designed  to  foster  achieve-
ment of that objective. 
K.  Consumer protection 
Work in this area continues to be marked by the 
twofold  concern  of  protecting  consumers  and 
ensuring the smooth functioning of the internal 
market:  this is  borne out by the fact  that Arti-
cle  1  OOa  is  the  legal  basis  most  found  in  the 
proposals under examination. All  proposals here 
are subject to the co-decision procedure. 
The European Parliament and the Council, acting 
under  the  co-decision  procedure,  approved  a 
draft directive  on the  protection of consumers 
in respect of distance contracts. The main result 
of conciliation was  to increase the possibilities 
for  refunding  consumers  where  the  supplier 
failed  to  fulfil  his  side  of  the  contract,  and 
enable  consumer  organisations  to  seek  legal 
redress. 
The  Council  also  adopted  two  common  posi-
tions, one concerning a directive on comparative 
advertising,  stating the conditions under which 
comparative  advertising  is  permitted  and  the 
arrangements for controlling it, and the other on 
the indication of the prices. of products offered 
to consumers, seeking to clarify the concepts of 
'selling price' and 'unit price', which constitute 
essential information for consumers 
With  a view to defining which course to take in 
its  work,  and  in  response  to  the  Commission 
communication entitled 'Priorities for consumer 
policy  1996-98',  the  Council  adopted  a  set  of 
conclusions  detailing  those  priorities.  One  of 
the themes emphasised in  the conclusions and 
already  highlighted  by  the  Corfu  European 
Council - namely the preparation of consumers 
of the information society - was the subject of 
a wide-ranging public debate and several discus-
sions in the Council. 
Simplifying consumers' access to courts is a con-
stantly recurring consumer policy theme. In  that 
vein,  the Council began consideration of a  pro-
posal for a directive on injunctions for the pro-
tection  of  consumers'  interests;  this  proposal 
seeks  to  coordinate  national  provisions  on ac-
tions to seek an injunction against illicit commer-
cial practices and to ensure mutual recognition of 
the bodies authorised to bring such actions. 
The  Council  wound up its consideration of the 
matter by adopting, in the light of a Commission 
communication on the subject, a  set of conclu-
sions on simplifying the settlement of disputes 
involving consumers by way of out-of-court and 
other comparable procedures. 
The  Council  was  able  to  make  satisfactory 
progress on a proposal for a directive on consumer 
credit, whose main purpose is to ensure applica-
tion of a single formula for calculating the annual 
percentage rate of charge for credits of that kind. 
Lastly, the Council began considering a proposal 
on the  sale  of consumer goods and associated 
guarantees  which  follows  on  from  the  Green 
Paper on that matter and is designed to simplify 
existing  national  rules  and  bring  them  closer 
together  as  regards  legal  and  commercial 
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L.  Industry 
(i)  Industrial policy 
The  Council  adopted  a  decision  laying  down 
guidelines for the implementation of a Commu-
nity  action  programme  to  strengthen the  com-
petitiveness  of  European  industry,  seeking  to 
modernise the industrial role  of public authori-
ties in order to eliminate unnecessary legal and 
administrative  constraints  on  enterprises  (par-
ticularly  small  and  medium-sized  enterprises), 
to ensure undisturbed competition both internal 
and  external  to  the  Community,  to  strengthen 
industrial  cooperation  and  to  promote  intan-
gible competitiveness factors. 
The  Council  adopted  conclusions  concerning 
benchmarking  of  European  competitiveness  -
calling  upon the  Commission  to  bring forward 
proposals for developing the use of benchmark-
ing  as  a  means  of improving  the  competitive-
ness of European industry - and on the textile 
and clothing industry, the pharmaceutical indus-
try,  the  chemical  industry and  the  automobile 
industry. 
It  also  adopted  conclusions  in  which  it  recog-
nised that the application of the State aid  rules 
require continuous endeavours to increase legal 
certainty,  predictability  and  consistency,  and 
took note of the Commission's guideline as re-
gards  possible  future  proposals  on  procedural 
rules and block exemptions in specified fields. 
The Council decided to amend the regulation on 
aid  to  shipbuilding  in  order  to  extend,  until 
31  December  1997 at the latest, the validity of 
the seventh directive which authorises State aid 
-within certain limits and under certain condi-
tions - bearing in mind that the Union may not 
abolish  such  aid  completely  as  long  as  other 
countries continue to grant it,  and pending rati-
fication of the international agreement conclud-
ed within the framework of the OECD  on normal 
conditions of competition in the merchant ship-
building and repairing industry. 
The Council also held an exchange of views on 
the issue of transparency when examining cases 
of State aid for shipbuilding. 
The  Council  authorised the Commission to  be-
gin  negotiations  with  the  United  States  with  a 
view to concluding an agreement strengthening 
bilateral cooperation on application of competi-
tion rules. 
The Council adopted a  resolution on the coor-
dination of Community activities  in  favour  of 
small and medium-sized enterprises (SMEs)  and 
the  craft  sector,  inviting  the  Commission  to 
strengthen  coordination  of all  Community  in-
struments and programmes in  favour  of SMEs 
and the craft sector and to improve the access 
of SMEs  and the craft sector to Community pro-
grammes, particularly research and technologi-
cal  development  and  vocational  training  pro-
grammes.  The  Council  also  adopted  a  resolu-
tion on realising the full  potential of small and 
medium-sized enterprises, including very small 
enterprises and the craft sector, through an in-
tegrated  approach  to  improving  the  business 
environment and stimulating business support 
measures. The resolution calls on the Commis-
sion  fully  to  implement Community measures 
under enterprise policy, as well  as under other 
relevant Community policies, and to undertake 
exchanges  of  best  practice  at  national  level 
aimed at improving support mechanisms. 
The  Council  adopted  a  decision  on  a  third 
multiannual programme for small and medium-
sized  enterprises  in  the  European  Union 
(1997-2000).  The  aim  of  this  programme, 
which  has a  budget of ECU  12 7  million,  is  to 
simplify  and  improve  the  administrative  and 
regulatory operation and the financial manage-
ment of enterprises. It  also seeks to help SMEs 
adapt their strategies at European and interna-
tional  level,  in particular through information 
and  cooperation.  It  aims  to  strengthen  the 
competitiveness of SMEs  by improving their ac-
cess  to  research,  innovation  and  training,  to 
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target  groups  and  to  improve  the  policy  in-
struments for SMEs. 
The Commission will  be responsible for imple-
menting the programme, with the assistance of 
a  committee of representatives of the Member 
States. The programme will  be open to the par-
ticipation  of the  CCEE  as  well  as  Cyprus  and 
Malta. 
Further to the commitments entered into at the 
Essen,  Cannes  and  Madrid  European  Councils, 
the  Council  adopted a  resolution on  industrial 
cooperation with other regions and third coun-
tries  inter  alia  in  the  Mediterranean,  calling 
upon the Commission to step up its proceedings 
on  industrial  cooperation with  the  third  coun-
tries with which  the  Community has  tradition-
ally  had  closer  ties  for  historical  and  cultural 
reasons. 
The Euro-Mediterranean Conference of Ministers 
for Industry adopted a  work programme focus-
ing on the following topics: an appropriate legal 
and administrative framework, business culture, 
the  formation  of associations,  training,  indus-
trial zones and specialised services centres, the 
promotion and modernisation of business, with 
special  reference  to SMEs,  thereby encouraging 
the flow of investment, and the development of 
Euro-Mediterranean partnership information and 
communication networks. 
The Council agreed to an extension of the activ-
ities  of the  European  Investment Fund  (ElF)  to 
include equity shares, so as to facilitate  access 
by small and medium-sized enterprises to exter-
nal financing. 
(ii)  Steel industry 
In  the  framework  of  the  restructuring  of  the 
steel  industry,  the  Council  discussed  the  fifth 
and sixth half-yearly Commission reports on the 
stringent monitoring of State aid authorised for 
1993  and  1995.  The  Council  unanimously 
agreed to give its assent to a draft Commission 
decision establishing a new steel aid code, to en-
ter into force  in january 1997 and provide for 
the possibility of recourse to State aid for R & D, 
environmental  matters  and  partial  closure  of 
steel  undertakings  until  expiry  of  the  ECSC 
Treaty  by  transitionally  aligning  the  treatment 
of State aid for steel on that accorded by the EC 
Treaty to other industrial sectors. 
In  the course of 1996, the Council gave a  num-
ber of assents under Articles  54  and  56  of the 
ECSC  Treaty. 
M.  Regional policy and 
economic and social cohesion 
As  part  of  the  Community's  support  towards 
promotion of the economic and social develop-
ment of its outermost regions,  the Council ap-
proved  four  regulations  concerning  specific 
measures  for  the  archipelagos  of Madeira  and 
the Azores, and the Canary Islands. 
In  the case of Madeira and the Azores, the Coun-
cil  adopted a  regulation providing, until 31  De-
cember 2005, for favourable  tariff treatment of 
imports  of  non-agricultural  raw  materials  for 
processing. 
The  first  regulation  concerning the  Canary  Is-
lands allows operators in the Canary Islands an 
additional year's full  exemption to prepare for 
adjustment to the new tariff regime, and intro-
duces  different  arrangements  for  the  gradual 
collection  of  anti-dumping  duties  during  the 
transitional  period.  The  other  regulation  tem-
porarily  suspends  the  autonomous  Common 
Customs  Tariff  duties  on  certain  industrial 
products. 
Finally,  the fourth regulation extends up to the 
1996/97 marketing year  the application of the 
specific  measures  for  the Azores  and  Madeira, 
and the Canary Islands respectively, with regard 
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N.  Research and technological 
development 
In  1996  the  fourth  framework  programme 
(RDFP)  underwent its mid-term review in  order 
to decide whether it should be allocated an ad-
ditional amount as provided for  at the time of 
its adoption  by  the  Council  and  the  European 
Parliament  in  1994.  Following  the  review,  the 
Council agreed to adopt a common position on a 
sum of ECU  100  million  and on how that sum 
should be distributed among the various topics 
of  the  specific  programmes  selected  for  addi-
tional financing. 
In addition, given the importance of the issue of 
diseases related to transmissible spongiform en-
cephalopathies (TSEs),  the Council gave particu-
lar  attention  to  identifying  research  needs 
linked  to  those  diseases  and  to  possibilities 
available  under  the  life  sciences  programmes. 
Accordingly,  taking  account  of the  Weissmann 
report and of the action plan proposed by the 
Commission,  the  Council agreed  to allocate,  in 
the  context of the financial  supplement to  the 
fourth framework programme, an extra ECU  35 
million  for  research  on TSEs  and  also  on vac-
cines and viral diseases. 
In  parallel, a start was made on consideration of 
the  future  of the  Community's  RTD  policy,  no-
tably on the basis of the Commission's ideas on 
the structure and content of the fifth  RDFP,  in 
the final stage of preparation of its proposal, to 
be submitted in early 1997. 
Regarding  encouragement of innovation in  the 
Community,  the  Commission,  further  to  its 
Green Paper on innovation, submitted an action 
plan on the matter in December 1996. 
On the subject of international cooperation, the 
Council adopted a resolution setting out overall 
Community policy objectives in this area,  list-
ing a number of principles to underlie that co-
operation. With  regard to bilateral agreements, 
the Council authorised the  signing of a  scien-
tific and technical cooperation agreement with 
Israel, and another such agreement with South 
Africa,  and also decided to conclude with sev-
eral non-EU industrialised countries an arrange-
ment  on  intelligent  manufacturing  systems 
(IMS). 
Still  in  connection  with  relations  with  non-EU 
countries, the Union's research ministers met their 
CCEE  counterparts under the structured dialogue 
arrangements. An  exchange of views was held on 
ways of boosting scientific and technical cooper-
ation with non-EU Mediterranean countries. 
The Council further adopted conclusions on the 
need to  increase involvement of SMEs  in  Com-
munity  research  activities,  on  the  progress 
made  by  the  joint  Research  Centre  (JRC)  in 
adopting a more competitive approach in its ac-
tivities- in accordance with conclusions adopt-
ed by the Council in 1994 - and, finally, on the 
importance  of  research  in  combating  drug 
dependence. 
Moreover,  the Council adopted a  decision on a 
supplementary programme concerning the oper-
ation  of  the  high-flux  reactor  (HFR)  at  Petten 
(Netherlands)  for  a  period  of four  years  from 
1 january 1996. 
Finally,  COST  (in which 2 5 European States par-
ticipate)  continued  to  provide  a  pan-European 
framework for  RTD  cooperation;  130  COST  ac-
tions are currently under way. 
0.  Environment 
In  view of the transnational nature of many en-
vironmental  problems,  the  European  Union 
favours  a  multilateral  approach  for  resolving 
them.  For  this reason,  as  in  1995,  the external 
aspect represented a  major part of activities in 
this area. •  Progress achieved by the European  Union  1996 • 
The  Union  is  continuing  to  act  as  a  driving 
force  for  the Rio-process  conventions,  both at 
the third conference of the parties to the Con-
vention on Biological Diversity and the negotia-
tions  for  a  protocol  on  biosafety,  and  at  the 
second  conference  of the  parties  to  the  Con-
vention  on  Climate  Change  and  the  negotia-
tions  which  that  conference  wanted  to  be 
speeded up for a protocol on limitation and re-
duction of greenhouse gas emissions not falling 
under the Montreal  Protocol  on the protection 
of the ozone layer. As  regards more horizontal 
issues, the Union participated in the fourth ses-
sion of the Commission on Sustainable Devel-
opment, which helped prepare the special ses-
sion  of the  United  Nations  General  Assembly 
which is  to  review in  1997 the progress made 
in the implementation of the Rio  commitments 
(Agenda 21).  It also participated in the work of 
the  Intergovernmental  Panel  on  Forests  in 
which an important agreement is expected with 
a  view  to  implementing  the  principles  on 
forests adopted at Rio  and promoting the sus-
tainable management of forests. 
A striking example of a  conflict  between trade 
and  environmental  interests is  undoubtedly to 
be  found  in  the  negotiations  for  a  framework 
agreement with  Canada,  the  United  States  and 
the  Russian  Federation  on  humane  trapping 
standards, made necessary by the fact  that the 
regulation  banning the  use  of leghold  traps in 
the  Community  is  difficult  to  implement  for 
trade policy reasons. The Council was kept reg-
ularly  informed  by  the  Commission  of  the 
progress  of  these  negotiations.  It  considered 
that the outcome was  not satisfactory and that 
further negotiations were therefore necessary in 
order  to  improve  on  this  outcome,  taking  the 
regulation as a basis. 
Lastly,  the Council decided that the Community 
would  conclude  the Convention on the  Protec-
tion  of the  Alps  (Alpine  Convention)  and  also 
the  Convention  on  Environmental  Impact  As-
sessment  in  a  Transboundary  Context  (ESPOO 
Convention),  which  supplements  Community 
legislation concerning impact studies. 
The Union is also continuing its efforts at coop-
eration with non-EU countries without having re-
course to legally binding instruments; it does so 
with the CCEE under the structured dialogue and 
with the Mediterranean countries both under the 
pre-accession  structured  dialogue  (Cyprus  and 
Malta) and in the far wider framework of the fol-
low-up  to  the  Barcelona  Euro-Mediterranean 
Conference (e.g. ministerial meeting on local wa-
ter management held in Marseilles). 
Regarding  the  environmental  policy's  internal 
dimension,  in  addition to  horizontal activities, 
action was taken on the monitoring of activities 
involving risks for  human health and the envi-
ronment  and  on  protecting  specific  environ-
ments (air and water) and flora and fauna. 
Horizontal activities  included final  adoption of 
the  regulation  amending  the  regulation  estab-
lishing  a  financial  instrument for  the  environ-
ment (LIFE),  which introduced the second stage 
(1996-99)  of  this  instrument  with  funding  of 
ECU  450 million.  In  addition, the Council  made 
sufficient progress in its mid-term review of the 
fifth programme of policy and action in relation 
to  the  environment  and  sustainable  develop-
ment 'Towards sustainability' to be able to reach 
agreement on its common position on the pro-
posal for a decision to review the programme, a 
decision which should coincide with stocktaking 
of Rio  commitments. 
The  first  category of action includes the direc-
tive on integrated pollution prevention and con-
trol  introducing  a  single  authorisation  proce-
dure, covering the various environments, for in-
dustrial  installations,  the  directive  concerning 
control of major-accident hazards involving dan-
gerous substances (Seveso  II),  and the directive 
on assessment of the  environmental  impact of 
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Council  has  just adopted  a  common  position. 
These three directives will  form a  set of instru-
ments covering a large part of the development 
of industrial  plant,  ranging from  its  authorisa-
tion to the management of certain related risks. 
The Council further adopted a common position 
on the  directive  concerning the placing of bio-
cidal  products on the market, which lays down 
the procedures and arrangements for  authoris-
ing  the  approximately  14  000  products  con-
cerned and their 800 active substances. 
Technological  development  is  revealing  new 
risks  which  must  also  be  managed.  Here  the 
Council  took  an  interest  in  biotechnology  by 
means of the proposal for a directive on the con-
tained use of genetically modified micro-organ-
isms and the proposal for a decision on the pla-
cing  on  the  market  of  genetically  modified 
maize,  the  case  of soya  having  been  resolved 
without the matter having to be referred to the 
Council.  While  in  the case of the first proposal 
there was adequate progress towards a directive 
which will afford greater protection than the one 
in force,  in the second case the Council was un-
able  to reach agreement on the effects and po-
tential  risks  of  these  products  and  how  they 
should be marketed. 
It  was  therefore  left  to  the  Commission to  de-
cide to  place the product on the market under 
the existing procedures. 
As  regards waste management, the Council felt, 
in  response  to  a  Commission  communication, 
that the principles for action at Community and 
national level should be updated and agreed on 
a resolution on a Community strategy for waste 
management.  It  also  reached agreement on the 
regulation  on  the  supervision  and  control  of 
shipments of waste within,  into and out of the 
European Community which will ensure that the 
Community is  consistent with  its  international 
commitments  regarding  the  ban  on  exporting 
dangerous  waste.  These  provisions  will  be 
supplemented  by  the  regulation  laying  down 
rules  and  procedures  applicable  to  transfer  of 
waste  to  non-OECD  countries,  the  proposal for 
which  is  currently under consideration.  Lastly, 
the Council adopted the directive on the dispos-
al of PCB  and PCT. 
Finally,  it  should be  noted that the  Parliament 
rejected the common position adopted in  1995 
on the proposal for a directive on the landfill of 
waste. 
With regard to air pollution, the Council adopted 
the directive on ambient air quality assessment 
and management and reached agreement with a 
view to adopting the decision establishing an ex-
change of information on ambient air pollution 
which  will  ultimately  provide  the  Community 
with detailed information on each pollutant and 
with observation mechanisms. The  directive on 
measures against the emission of gaseous (CO, 
NOx,  hydrocarbons)  and  particulate  pollutants 
from internal combustion engines to be installed 
in  non-road  mobile  machinery  in  respect  of 
which the Council has just adopted its common 
position will also contribute towards a reduction 
in air pollution. 
Recognising the responsibility which transport 
bears  for  air  pollution,  the  Council  began,  as 
part of an open debate, to study the proposals 
for  directives submitted relating to  the future 
strategy  for  the  control  of atmospheric  emis-
sions from road transport, taking into account 
the results of the Auto-Oil programme (relating 
respectively to the quality of petrol and diesel 
fuels and measures to be taken against air pol-
lution by emissions from motor vehicles).  The 
two-stage  approach  proposed  will  provide  a 
medium- and long-term framework for  the  in-
dustry.  In  the same area and also contributing 
to the strategy on climate change, conclusions 
were  adopted  on  the  Community  strategy  to 
reduce C02  emissions from  passenger cars by 
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conclusions will  serve as a  basis for the nego-
tiations  to  be  held  by  the  Commission  with 
industry  with  the  aim  of achieving  voluntary 
agreements. 
As  regards  water,  the  Council  began  studying 
the  proposal  for  a  directive  on  the  quality  of 
water intended for human consumption, the aim 
of which is  to limit the parameters to be taken 
into account to those which are essential for the 
protection of health and to amend certain limit 
values (e.g.  lead).  In  response to a Commission 
communication on Community water policy, the 
Council  asked  the  Commission  to  submit  a 
framework directive on water resources. In  view 
of the role of wetlands in the protection both of 
hydrological  resources and of flora  and  fauna, 
the Council held an open debate on the subject 
and also adopted conclusions on wiser use and 
management of wetlands. 
With  regard to fauna and flora, after five years 
of discussions  the  Council  adopted  a  regula-
tion on the protection of species of wild fauna 
and flora which will allow the Community to go 
further than the Washington Convention on In-
ternational  Trade  in  Endangered  Species  of 
Wild  Fauna and Flora (CITES).  The Council also 
made  progress  on  the  proposal  for  a  recom-
mendation relating to the keeping of wild ani-
mals in zoos. Work continued on a proposal for 
a  regulation to adjust the rules for implement-
ing  import  restrictions,  as  laid  down  in  the 
abovementioned  regulation,  following  the  ne-
gotiation of the framework agreement on trap-
ping standards. 
P.  Energy 
This year, an important step was taken towards 
establishing an internal  market in  energy with 
the  adoption,  following  several  years'  discus-
sions,  of a  directive  concerning common  rules 
for  the  internal  market  in  electricity  and  the 
adoption  of  conclusions  concerning  common 
rules for the internal market in natural gas. 
The Council adopted, via the co-decision proce-
dure  with  the  European  Parliament,  the  deci-
sions needed to implement trans-European elec-
tricity and natural gas networks. 
The Council continued its activity in the area of 
energy  efficiency  by  adopting  a  decision  con-
cerning a  multiannual  programme  for  the  pro-
motion of energy efficiency in  the Community 
(SAVE  II)  and  a  directive  on  energy-efficiency 
requirements  for  household  refrigeration 
appliances. 
The Council also considered all aspects of Euro-
pean  Union  energy  policy  on  the  basis  of the 
Commission White  Paper and adopted a  resolu-
tion.  It  also adopted conclusions on the energy 
dimension  of  climate  change.  Additionally,  it 
studied more specifically the supply of gas and 
the  situation  regarding  oil  supplies,  refining 
and  markets,  which  were  also  the  subject  of 
conclusions. 
In  the field of nuclear energy, an important step 
was taken when the Council adopted the direc-
tive  laying down basic standards for protection 
against  ionising  radiation,  which  is  a  central 
plank in Community legislation. 
Finally,  the Council  made  progress in  simplify-
ing Community law in the field of energy. 
In  the field  of external relations with regard to 
energy,  action  centred:  on  the  Euro-Mediter-
ranean partnership in the energy sector with the 
adoption of conclusions; on the Energy Charter, 
with  political  agreement in  December  1996  on 
the conclusion of the Energy Charter Treaty and 
the Energy Charter protocol on energy efficiency 
and related environmental aspects;  and on the 
labelling  of  energy-efficient  office  equipment 
with  the adoption of a  negotiating mandate  to 
coordinate  the  relevant  programmes  of Japan, 
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The European Atomic Energy Community's inter-
national  relations  were  strengthened  by  the 
adoption of a decision approving the signing by 
the Commission of a nuclear cooperation agree-
ment with Argentina and of a  negotiating man-
date with a view to the accession of Euratom to 
the  Korean  Peninsula  Energy  Development 
Organisation (KEDO). 
Q.  Civil protection 
Work in this area focused on the examination of 
a  proposal for  a  decision  establishing a  Com-
munity civil  protection action  programme  de-
signed  to  strengthen  Community  cooperation 
through  training,  information  and  prevention 
actions,  and  two  resolutions  covering,  respec-
tively, the strengthening of Community cooper-
ation in  the  field  of research and Community 
civil  protection  cooperation  with  the  CCEE. 
Owing  to  objections  of principle,  linked  inter 
alia to  a  preference  for  an  intergovernmental 
rather than a Community approach, the Council 
was  not able to achieve the unanimity needed 
to adopt these texts. 
R.  justice and home affairs 
The year 1996 was marked by the resolution of 
a number of institutional questions of principle, 
such as the determination of the powers of the 
Court of justice of the European Communities to 
apply and  interpret three  conventions and  the_ 
setting-up  of  four  multiannual  financing  pro-
grammes,  accompanied  by a  specific  decision-
making procedure. 
The  Council  was  also  concerned  to  ensure  the 
transparency of its proceedings on the basis of 
its 1995 decision to publish, in the Official Jour-
nal, acts and other texts adopted on asylum and 
immigration matters. 
As  the  European  Council,  at  its  meeting  in 
Madrid on 15 and 16 December 199  5,  had asked 
it  to  focus  its  future  activities  in  the  field  of 
justice and home affairs on programmed priori-
ty areas, the Council adopted a resolution laying 
down the  priorities for  cooperation for the  pe-
riod from 1 July 1996 to 30 june 1998. The work 
carried out in 1996, as the following detailed ac-
counts  demonstrate,  was  organised  around 
these priorities. 
Leaving  aside  the  number  and  variety  of  the 
legal  instruments to which it  had recourse, the 
Council  adopted  general  texts  of  vital  impor-
tance (see,  for  example,  the Convention on Ex-
tradition) and also specific texts on certain cate-
gories  of serious  crime  (five  joint actions  and 
five  resolutions on combating drugs, four joint 
actions on combating trafficking  in  human be-
ings  and  the  sexual  exploitation  of  children, 
etc.). 
In  accordance  with  established  tradition,  the 
Italian and Irish Presidents of the Council both 
held  meetings  with  the  European  Parliament 
committees  responsible  for  third-pillar issues; 
in  particular,  seven  meetings  were  held  with 
the  Committee  on  Civil  Liberties  and  Internal 
Affairs  and  the  Legal  Affairs  Committee.  The 
Irish Presidency took part in  the debate which 
the European Parliament organised on progress 
made in Title VI  areas, as specified in the third 
paragraph of Article K.6  of the Treaty on Euro-
pean Union. 
With  regard  to  the financing of Title  VI  activi-
ties,  the Council adopted a  decision allocating 
the  appropriations  carried  over  from  1995 
(ECU  1  369  000)  to cooperative measures with 
States engaged in a structured dialogue with the 
European Union and with Latin America, includ-
ing  the  Caribbean,  to  combat  drugs,  thus  en-
abling 31  projects to be selected in this context. 
On  the  basis  of the  1996  budget,  the  Council 
adopted the Sherlock programme (training,  ex-
change and cooperation programme in the field 
of  identity  documents)  and  the  Grotius  pro-
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practitioners), which had been submitted by the 
Commission,  an  incentive  and  exchange  pro-
gramme for persons responsible for combating 
trade in  human beings and the sexual exploita-
tion of children (STOP),  which had been submit-
ted  by  Belgium,  and  a  programme  for  the  ex-
change  and  training  of,  and  cooperation  be-
tween,  law  enforcement  authorities  (OISIN), 
which  had  been  submitted  by  the  Irish  Presi-
dency. 
The  growing  volume  of  activities  in  Title  VI-
related areas,  the worldwide interconnection of 
criminal  activity  and  the  cooperation  agree-
ments concluded by the Community or the Com-
munity and its Member States with an increasing 
number of countries were mirrored in the activ-
ities in regard to non-member countries. 
Priority  was  given  to  relations  with  the  CCEE, 
Cyprus  and  Malta.  Two  ministerial  meetings 
were held in the framework of the structured di-
alogue, with a  programme being agreed for  the 
next few  years and a  number of questions ad-
dressed. For the second half of 1996, the drugs 
question  was  designated  a  priority.  Meetings 
were held with CCEE  experts on the topics of or-
ganised  crime  and  measures  to  combat  drugs 
(money-laundering).  The  Commission  prepared 
a factual information document on the drugs is-
sue.  Ministers  adopted  a  series  of  practical 
measures covering especially the field of precur-
sors, controlled deliveries and synthetic drugs, 
and also addressed questions related to judicial 
cooperation,  especially  witness  protection  and 
the implementation of the action programme of 
Member  States  of the  European  Union  and  the 
CCEE  on judicial cooperation in the fight against 
organised  crime.  Ministers  also  discussed  how 
to enhance cooperation with a  view to fighting 
against  trafficking  in  human  beings.  In  the 
meantime, cooperation in the fields of immigra-
tion and asylum continued. 
The  implementation of the  transatlantic action 
plan  started  in  1996  with  two  high-level 
meetings and an increasing number of meetings 
of a  specialised nature between  US  and  EU  ex-
perts,  e.g.  meetings  of experts on asylum and 
immigration-related  matters,  drugs  and  organ-
ised crime. The US  was involved in the elabora-
tion  and  implementation  of  recommendations 
on the Caribbean. 
The  meeting of drugs  and  organised-crime  ex-
perts  from  the  European  Union  with  their 
Mediterranean counterparts in june in Taormina 
was the first step in the implementation of the 
Barcelona  Declaration.  At  the  meeting,  guide-
lines for future work were discussed. 
In  cooperation  with  the  Russian  Government, 
the Irish Presidency and the Finnish Ministry of 
_the  Interior organised a  conference in  Helsinki 
on  'measures  aimed  at  combating  organised 
crime within the European Union and the Russ-
ian  Federation  and  their  mutual  impact'.  Pur-
suant to  the conclusions of the  Florence  Euro-
pean Council in june 1996, as well as the 1996 
action plan for future relations with Russia,  the 
conference sought to identify and define future 
areas of potential cooperation between Member 
States'  and  Russian  authorities  in  the  fight 
against organised crime. 
The  Italian  Presidency  organised  a  high-level 
meeting  in  Rome  of experts  from  the  Andean 
States  and the European  Union,  which  was  the 
first follow-up to the joint declaration agreed in 
September 1995  between the Member States of 
the  European  Union,  the  Commission  and  the 
ministers of the Andean Pact States. It was c·on-
sidered  that cooperation  needed to  be  intensi-
fied,  especially in  regard to  police  cooperation 
and money-laundering. 
An  increasing number of representatives of non-
member countries took part in seminars on mat-
ters of interest to them, which came within the 
framework of Title VI  activities. •  Progress achieved by the European  Union  1996 • 
(i)  Asylum and immigration 
In  the  interests of ensuring appropriate condi-
tions for the reception of asylum applicants and 
in  order to avoid  distortions within  the Union, 
the  Council  continued  its  discussions  with  a 
view  to  reaching agreement on a  recommenda-
tion on conditions for  the reception of asylum 
seekers, but it was  not possible to reach agree-
ment in 1996. 
As  regards the interpretation of Article 1A of the 
Geneva Convention on refugee status, a joint po-
sition on the harmonised application of the def-
inition of the term 'refugee' was drawn up. 
The importance of the problems of illegal immi-
gration and illegal employment prompted Mem-
ber States to take countermeasures. In  order to 
ensure a comparable level throughout the Union 
and  thus  avoid  distortions  between  Member 
States,  the Council  adopted a  recommendation 
on harmonising means of combating illegal  im-
migration  and  illegal  employment and  improv-
ing  the  relevant  means  of control,  and  also  a 
recommendation  on  combating  illegal  employ-
ment of nationals of third countries. 
As  the integration of persons residing legally in 
a Member State of the Union remains one of the 
main  objectives  of  immigration  policy,  the 
Council  adopted  a  resolution  on  the  status  of 
third-country nationals residing on a  long-term 
basis in the territory of the Member States. This 
resolution aims, among other things, at greater 
stability and  security both in  daily  life  and  in 
work for the persons concerned. 
The  Council,  anxious  that  the  texts  which  it 
has  adopted  regarding  admission  of  third-
country nationals should be effectively applied 
in all Member States, adopted, towards the end 
of 1995, a  decision on monitoring those texts. 
The  implementation of this decision began in 
1996. 
After adopting in  1995 a  resolution on burden-
sharing, the Council took a decision on an alert 
and  emergency  procedure  for  burden-sharing 
with  regard  to  the admission and  residence  of 
displaced  persons  on  a  temporary  basis.  This 
decision  aims  at  ensuring  that  the  abovemen-
tioned resolution is implemented without delay. 
With  the aim of maintaining at a  relatively low 
level the number of persons residing illegally in 
a Member State of the Union and who should be 
expelled,  the  Council  adopted  a  recommenda-
tion  on  concerted  action  and  cooperation  in 
carrying out expulsion measures. 
The readmission of persons who, for one reason 
or another,  cannot be admitted into the Union, 
remains a major problem of immigration policy, 
since a substantial number of third countries of 
origin are  not readmitting their own  nationals. 
The  Council  felt  that  it  was  necessary  to  pro-
vide,  on  a  case-by-case  basis,  for  readmission 
clauses  in  future  mixed  agreements  and  ap-
proved  conclusions  concerning  readmission 
clauses to be inserted into such agreements, lay-
ing down standard clauses for that purpose. 
Each  Member State  has a  large  number of resi-
dence  permits, which  often differ greatly from 
one another. This also makes it difficult to guar-
antee  the  security  of  these  documents  and 
makes  it  much easier to forge  them or to  pro-
duce  false  documents.  To  remedy  this,  the 
Council adopted a joint action on a uniform for-
mat for residence permits, based on the uniform 
format for  visas decided on in  Council  Regula-
tion (EC)  No  1683/95. 
Work  on the draft convention on the crossing of 
external frontiers progressed significantly during 
the first half of the year through the conclusion 
of an agreement on most of the technical ques-
tions outstanding. This decisive step forward to-
wards an overall agreement served to crystallise 
three , political  issues:  on  the  procedure  for 
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adopting implementing measures (very encour-
aging efforts were recorded), while the question 
of the powers of the Court of justice and the tra-
ditional  problem  of  territorial  application  re-
main to be settled before this instrument can be 
concluded. 
Noting  that  many  people  arrive  in  the  Union 
without having the  permits and documents re-
quired, the Council adopted a joint position on 
pre-frontier  assistance  and  training  assign-
ments. The basic objective of the joint position 
is to assist local officials responsible for checks 
on behalf of either local authorities or airlines. 
Exchanges  of information on asylum and immi-
gration respectively continued within the Centre 
for Information, Discussion and Exchange on Asy-
lum (CIREA)  and the Centre for Information, Dis-
cussion and Exchange on the Crossing of Borders 
and Immigration (Cirefi). Cirefi and CIREA under-
took an assessment of their activities and working 
methods with the aim of giving further thought to 
their working methods, the better to achieve the 
objectives assigned to them. The two bodies kept 
up their contacts with third countries, in particu-
lar with the CCEE in the context of the structured 
dialogue and with experts from the United States 
in the context of the transatlantic dialogue. 
The  Council  adopted  a  joint action  on airport 
transit arrangements, which makes a transit visa 
compulsory for nationals of countries on the list 
annexed thereto. It also adopted a recommenda-
tion  on  consular  cooperation  regarding  visas, 
which constitutes a practical continuation of the 
common visa policy as embodied in the regula-
tion  on  the  common  list  of  third  countries 
whose nationals must be in possession of visas, 
and in the regulation on the uniform format for 
visas, both adopted in 1995. Since the latter reg-
ulation  requires  certain  practical  uniform 
arrangements,  the  K.4  Committee  noted  that 
agreement  had  been  reached  on  the  practical 
arrangements  for  completing  the  uniform  for-
mat for visas. 
The  exchange  of technical  information and the 
development  of  mechanisms  and  toofs  for 
cooperation  in  combating  illegal  immigration 
were continued and, in particular, a coded refer-
ence system to alleviate the language problems 
encountered  by  European  specialists  in  docu-
ment falsification and a  guide to the detection 
of false and falsified documents for officials car-
rying out checks at frontiers were drawn up. A 
'Handbook of genuine documents of the Member 
States of the European Union',  intended for the 
same officials, is also being finalised. The Coun-
cil  also adopted, on a  proposal from  the Com-
mission, a joint action introducing a programme 
of  training,  exchange  and  cooperation  in  the 
field  of identity documents, known as the Sher-
lock programme. 
Acting on instructions from the Council, a draft 
convention establishing the Eurodac system for 
the  collection,  storage,  exchange  and  compari-
son  of  fingerprints  of  asylum  applicants  was 
drawn  up  by  the  Italian  Presidency  in  March 
1996. This draft has been the subject of detailed 
scrutiny  which  will  continue  over  the  coming 
months. 
(ii)  Police and customs cooperation 
(a)  Spheres of  action 
In  1996 a considerable proportion of the activi-
ties covered by Title VI  was devoted to the fight 
against drugs, as part of an integrated approach 
covering the three pillars. The increased impor-
tance of this area reflects the increased problem 
throughout  the  Community  and  the  acknowl-
edged  seriousness  of  the  drugs  problem,  as 
demonstrated only too clearly by the continued 
emphasis of successive European Councils. Dur-
ing 1996, the relevant bodies actively started to 
implement the 66 measures mentioned in the re-
port of the group of experts on drugs approved 
by  the  Madrid  European  Council.  As  stated  in 
the report to the Dublin European Council, sub-
stantial  progress  has  been  made,  especially in 
activities covered by Title VI. 
In  this context an ambitious global  programme 
was launched, with the main focus on several ac-
tions in  the field  of law  enforcement. Emphasis 
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was also put on actions relating to intervention 
at external frontiers and a joint action on coop-
eration  between  customs  authorities  and  busi-
ness organisations and a  resolution on drawing 
up  police/customs  agreements  on  combating 
drug trafficking were decided on. Further to the 
conclusions  of  the  Madrid  and  Florence  Euro-
pean Councils, work began on improving coop-
eration with Latin America and the Caribbean on 
the fight against drugs. 
In  terms  of  intra-EU  actions,  progress  was 
achieved with the resolution and report on the 
prevention  and  detection  of  illicit  cultivation 
and  production as  well  as a  resolution and re-
port on drug tourism.  The  fight  against  drugs 
also led  to  measures in the field  of judicial co-
operation, including in  particular the resolution 
on sentencing for  serious  drug trafficking,  and 
in the area of money-laundering. The Council al-
so adopted a joint action on the approximation 
of  legislation  and  practices  between  Member 
States  of  the  European  Union  with  a  view  to 
tackling  drug  addiction  and  preventing  and 
combating drug trafficking. 
In addition to the decisions taken with regard to 
combating drug trafficking,  a  number of meas-
ures  designed  to  increase  the  effectiveness  of 
the  fight  against  crime  were  adopted  in  1996, 
with regard both to police and judicial coopera-
tion. Hence, the Council adopted a statement on 
organised crime which  reaffirms its  determina-
tion to  combat it  and sets out a  series of pro-
posals for that purpose. 
On  the basis of the conclusions of the 1995  re-
port on organised crime in the European Union 
and the work of the K.4  Committee, the Council 
held a  detailed debate on ways of stepping up 
the campaign against organised crime. As  a  re-
sult of the debate, the Presidency sent the Euro-
pean  Council  a  report  containing  proposals  to 
that effect. 
The  Council  bodies  assessed  the  internal  and 
external  threats  posed  by  terrorism  to  the 
European Union. The Council adopted a joint ac-
tion relating to the creation and maintenance of 
a  'Directory  of  skills  and  expertise  related  to 
combating terrorism' intended to facilitate anti-
terrorist  cooperation  between  European  Union 
Member States. 
On  the basis of the arrangements concluded in 
December 1995 for the exchange of operational 
information in  this area, seminars were held on 
recent trends in  Islamic  extremism and on the 
use  of  telematic  networks  and  of  improvised 
weaponry by terrorist groups. 
The  Council  discussed  the  question  of  work 
carried out at Union level on crime prevention 
with  a  view  to  undertaking  further  action,  if 
necessary.  A  seminar  on  crime  prevention, 
funded  by  the  European  Community,  was 
organised. 
Various seminars were held to provide appropri-
ate responses to the serious and complex prob-
lem of urban violence in cities. The conclusions 
of  these  seminars  should  make  it  possible  to 
finalise  a  series  of  measures  to  combat  the 
phenomenon of urban violence. 
Following  the  seminar on violence  in  sport  in 
the  run-up  to  the  European  football  champion-
ship, the Council adopted a recommendation on 
guidelines for  preventing and restraining disor-
der  connected  with  football  matches.  Another 
seminar was  held on violence in  sport in  order 
to have a detailed review of the measures taken 
during the European football championship held 
in the United Kingdom and to draw up a  list of 
measures  to  be  taken  in  preparation  for  the 
1998  World  Cup,  which  is  to  take  place  in 
France. 
(b)  Police  cooperation 
Following  the  agreement  reached  at  the  Euro-
pean Council in Florence, the signing of the pro-
tocol  on the  role  of the  Court of Justice repre-
sented  an  important  contribution  to  the  rapid 
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Preparatory  work  for  the  effective  start  of 
Europol  was  actively  pursued  in  1996.  The 
Council noted that there was agreement in prin-
ciple on the financial regulation and on the reg-
ulation on the rights and obligations of liaison 
officers. Guiding principles on the regulation on 
secrecy  and  a  considerable  number  of  provi-
sions  relating  to  the  staff  regulations  of offi-
cials,  rules relating to the analysis of files  and 
guidelines for the computer system were adopt-
ed during the year. 
At  the same  time,  the  EDU,  the  predecessor of 
Europol,  progressively  increased  its  activities. 
Its  mandate was extended to include trafficking 
in  human  beings.  Exchange  of information  be-
tween  Member  States  through  the  ELO  is  the 
main activity of the EDU.  The third-pillar bodies 
have  regularly  followed  these  proceedings and 
the issue papers produced by the EDU. 
In  the context of police training, the main ques-
tions examined were the following:  the training 
of police officers for peacekeeping missions, cri-
teria  for  the  training  of law  enforcement  offi-
cers, assistance to the police of the countries of 
central and eastern Europe and the possibilities 
for  European  Union  participation  in  existing 
police academies. 
It was  agreed  that  particular attention  should 
be  given  to  the  organisation  of joint training 
programmes for officials from law enforcement 
agencies. There will be an exchange of informa-
tion  about  the  organisation  of  these  pro-
grammes in  the framework of the implementa-
tion of the joint action concerning the creation 
and maintenance of a  'Directory of specialised 
competences,  skills  and  expertise  in  the  fight 
against international organised crime', in order 
to  facilitate  law  enforcement  cooperation  be-
tween  the  Member  States  of  the  European 
Union. 
A  seminar  on  police/customs  cooperation  was 
held, which was attended inter alia by represen-
tatives from the CCEE and the US. 
The Council decided to publish its resolution of 
17  January  1995  on  lawful  interception  of 
telecommunications in the Official Journal. Work 
has continued on the legal and technical issues 
in  relation  to  the interception of new  personal 
satellite telecommunication systems and on the 
question  of  the  signing  by  interested  non-EU 
States of the memorandum of understanding on 
lawful interception of telecommunications. 
Progress  has  been  maintained  in  the  examina-
tion of the standardisation of police radio com-
munication  systems and  of cooperation  in  the 
field of forensic and technical policing covering 
areas  such  as  drugs  and  counterfeit  banknote 
recognition systems. 
The  Council  adopted a  joint action  concerning 
the  exchange  of  information  on  the  chemical 
profiling of drugs to facilitate improved cooper-
ation between Member States in combating drug 
trafficking. Furthermore, a drug purity indicator 
system was approved. 
(c)  Customs cooperation 
Following  the  conclusions  of  the  European 
Council  in  Florence, a  protocol on the interpre-
tation,  by  way  of  preliminary  rulings,  by  the 
Court of justice of the Convention on the Use  of 
Information  Technology  for  Customs  Purposes 
was drawn up and signed by the Member States. 
The system provided for in the protocol is simi-
lar to that adopted by the Council in the proto-
col on the interpretation, by way of preliminary 
rulings,  by the  Court of Justice  of the  Europol 
Convention. 
Examination  of the  draft  'Customs  2000'  joint 
action also continued. 
Work  on the draft convention on mutual assist-
ance  between  customs administrations  (Naples 
II)  concentrated  on  the  review  of  the  current 
1967 convention, known as the Naples Conven-
tion.  Some  questions  are  still  outstanding but 
compromises have been reached on a number of 
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The  Council  also  approved the organisation of 
joint customs surveillance operations at the ex-
ternal frontiers of the Union for the year 1996. It 
also  approved revised  arrangements for  future 
joint customs  surveillance  operations at exter-
nal  frontiers,  replacing  the existing practice of 
approvals on an annual basis and providing for 
future  operations  to  be  carried  out  more  effi-
ciently. Genuine progress has also been made on 
checks on containers. A joint action concerning 
participation by the Member States in the strate-
gic  operation planned by the Customs Coopera-
tion Council  to  combat drug smuggling on the 
Balkan route is ready for adoption. 
In  order to  consolidate the already cooperative 
relationship between the customs authorities of 
the  Member  States  and  business  organisations 
operating  in  the  European  Union,  the  Council 
adopted a  joint action  to  promote  cooperation 
between customs and business organisations in 
combating drug trafficking. 
The Council adopted measures to increase coop-
eration between the customs administrations of 
the  Member  States  in  order  to  fight  against 
counterfeits. These measures can be regarded as 
complementary to  Regulation  (EC)  No  3295/94 
of 22  December 1994 laying down measures to 
prohibit the release for free  circulation, export, 
re-export or entry for a suspensive procedure of 
counterfeit and pirated goods. 
(iii)  Judicial cooperation 
In order to foster mutual knowledge of legal and 
judicial systems and facilitate judicial coopera-
tion between Member States, the Council adopt-
ed  two  important  instruments:  a  joint  action 
concerning a framework for  the exchange of li-
aison magistrates and a joint action establishing 
a multiannual programme (five years) of financ-
ing through the Community budget (ECU  9  mil-
lion, of which ECU  800 000 was for 1996) for ex-
changes, training meetings and studies for legal 
practitioners  Uudges,  contact/liaison  magis-
trates, lawyers, civil servants, etc.) (Grotius pro-
gramme). 
(a)  judicial cooperation in criminal 
matters 
Following the conclusion in 1995 of the conven-
tion concerning the simplified extradition proce-
dure  between  the  Member  States  of  the  Euro-
pean Union,  the  Council  established a  conven-
tion on 2 7 September 1996 relating to extradi-
tion between the Member States of the European 
Union.  On  the  same  day,  all  Member  States 
signed the convention in Dublin. The conclusion 
of this second convention is  an important step 
in  the  strengthening of judicial cooperation in 
criminal matters between the Member States. It 
is a response to the call of the European Council 
in Brussels in October 1993 which voiced a con-
cern that the creation of an area without fron-
tiers should not take  place  to  the detriment of 
the security of the European citizen. As  a result 
of  systematic  and  organised  cooperation  be-
tween Member States,  the convention consider-
ably enlarges the number of cases liable to lead 
to extradition. 
The Council adopted the explanatory report on 
the convention relating to the simplified extradi-
tion  procedure  between  the  Member  States  of 
the European Union, adopted last year. 
Following the input of the Vienna and Stockholm 
conferences  on  trafficking  in  women  and  the 
sexual exploitation of children respectively, and 
the  recent  tragic  events  in  Belgium  and  other 
Member States involving the abuse of children, 
four initiatives were taken to combat trafficking 
in  human  beings  and  sexual  exploitation  of 
children. 
The  Council  approved  joint actions  on:  exten-
sion of the mandate of the Europol Drugs Unit to 
cover  trafficking  in  human  beings;  establish-
ment of a  programme of encouragement for ex-
change and training of persons responsible for 
dealing with trafficking in human beings (sexual 
trafficking of persons (STOP));  creation of direc-
tories  of  centres  of  excellence  to  combat  all 
forms of crime within the  maridate of the  EDU 
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beings; a common approach to the definition of 
the concepts of trafficking in human beings and 
the  sexual  exploitation  of children  and  adults 
and measures to enhance the position of the vic-
tims of such offences; improved judicial cooper-
ation at international level. 
The  ministers  for  justice  and  home  affairs 
agreed  that  these  measures  represent  a  major 
improvement in  combating this form  of crime. 
Ministers  discussed a  range  of other measures 
which  might  be  adopted  to  strengthen  the  in-
struments politically agreed to with a view to re-
sponding further in a concrete and practical way 
to the concerns of the people of Europe. 
The European Council in Florence reaffirmed the 
Union's  determination  to  combat  racism  and 
xenophobia  with  the  utmost  resolve  and  ap-
proved  the  principle  underlying  the  establish-
ment  of a  European  monitoring centre.  Taking 
into  account  the  conclusions  of the  European 
Council  (Cannes,  june 1995)  and  the  report of 
the  Consultative  Commission  on  Racism  and 
Xenophobia, a joint action was drawn up with a 
view  to  facilitating  judicial  cooperation  in  the 
fight against racism and xenophobia and agree-
ment was reached on a common understanding 
of how to define offences with a  racist content. 
In  addition, the Council and the representatives 
of the governments of the Member States meet-
ing within the Council adopted a  resolution on 
the European Year against Racism (  199  7),  the ob-
jectives of which are, on the one hand, to high-
light  the  threat  posed  by  racism,  xenophobia 
and  anti-Semitism  to  respect  for  fundamental 
rights and economic and social cohesion and, on 
the  other,  to  promote  the  exchange  of experi-
ence and disseminate information on good prac-
tice  and effective  strategies.  In  its  conclusions 
on racism and xenophobia, the European Coun-
cil  in  Dublin asked the Council  to complete its 
work with the aim of creating in the near future 
a  European  monitoring  centre  on  racism  and 
xenophobia which would cooperate closely with 
the Council of Europe. 
The first protocol to the Convention on the Pro-
tection of the European Communities' Financial 
Interests  was  drawn  up  by  the  Council  and 
signed  by  the  representatives  of  the  Member 
States on 2 7 September. It is aimed more partic-
ularly at corruption which harms the Communi-
ties' financial  interests, and was amplified by a 
protocol on the interpretation of the convention 
by way  of preliminary rulings  by the  Court of 
justice of the European Communities, drawn up 
and signed by the Member States on 29  Novem-
ber 1996. In addition, a draft second protocol to 
the convention is  under consideration,  dealing 
in  particular with the liability of legal  persons, 
confiscation  and  laundering,  and  with  mutual 
assistance. 
A draft convention on the fight against corrup-
tion involving officials of the European Commu-
nities or officials of Member States of the Euro-
pean Union was sent to the Council by the Ital-
ian Presidency, on the basis of the first protocol 
to the Convention on the Protection of the Euro-
pean  Communities'  Financial  Interests,  men-
tioned above. The draft convention is,  however, 
wider in scope than the protocol as it covers ac-
tive and passive corruption also in cases where 
the  European  Communities'  financial  interests 
are not involved. A draft convention on mutual 
assistance in criminal matters between the Mem-
ber States of the European Union is currently be-
ing prepared in Council bodies. 
Work  continued during  1996 on the draft con-
vention on driving disqualifications. 
Lastly,  the Council adopted resolutions on sen-
tencing for serious drug trafficking and on indi-
viduals who cooperate with the judicial process 
in  the  fight  against  international  organised 
crime. It also adopted a joint action putting into 
legal  form  the  undertakings  given  by the  gov-
ernments of the  Member  States as  regards  the 
approximation of their laws and practices on the 
fight  against  drug  addiction  and  illegal  drug 
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drugs,  and  greater operational  cooperation  on 
the illicit cultivation of drugs, drug tourism, etc. 
(b)  judicial cooperation in civil matters 
The Council gave instructions that work should 
continue  with  the  aim  of reaching  subsequent 
agreement on the draft convention on the sim-
plification  of the  service  of judicial and  extra-
judicial documents. 
Work  has continued on the draft convention on 
jurisdiction,  recognition  and  enforcement  of 
judgments in matrimonial matters and the exer-
cise  of parental authority over  the  children of 
the couple on dissolution of marriage ('Brussels 
II'  Convention).  Further work will  be facilitated 
in  the future  as the Convention on the  Protec-
tion  of Children  was  signed  in  The  Hague  on 
19  October  1996,  under  the  auspices  of  The 
Hague  Conference.  During  the  negotiations, 
which  were  held  in  The  Hague,  the  Member 
States obtained the insertion of a disconnection 
clause in The Hague Convention, which guaran-
tees the possibility of laying down rules which 
go further in the draft 'Brussels II'  Convention. 
The Member States signed the convention on the 
accession of Austria, Finland and Sweden to the 
1968  Brussels  Convention  on  jurisdiction, 
Recognition  and  Enforcement  of judgments  in 
Civil and Commercial Matters, and to the proto-
col on its interpretation by the Court of justice, 
with  the  adjustments  made  thereto  by  subse-
quent  accession  conventions,  and  the  conven-
tion relating to the accession of Austria, Finland 
and  Sweden  to  the  1980  Rome  Convention  on 
the  Law  applicable  to  Contractual  Obligations, 
and to the protocols on its interpretation by the 
Court  of  justice,  with  the  adjustments  made 
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IV.  EXTERNAL  POLICIES 
A.  Common foreign and security 
policy (CFSP) 
The year  1996 saw a  continuation of organisa-
tional improvements to the common foreign and 
security policy (CFSP) with, on the one hand, the 
adoption of measures  to  intensify  cooperation 
between the institutions of the European Union 
and those of the Western European Union (WEU), 
particularly with a view to increasing its overall 
efficiency  and,  secondly,  establishment  of 
guidelines  on  the  procedure  for  appointing 
European Union Special Envoys under the CFSP. 
The  procedure has been used to  appoint three 
Special  Envoys:  for  Mostar,  the Great  Lakes  re-
gion and the Middle East peace process. 
In  terms of activities,  19 joint actions were de-
cided on (two of them to supplement and four to 
amend  actions  undertaken  the  year  before  or 
even, in the case of dual-use goods, since 1994). 
Ten  common  positions  were  adopted,  two  of 
them supplementing or extending positions de-
termined in 1995. The Council also adopted, for 
the first  time,  decisions  under Article ].4(2)  of 
the Treaty on European Union (TEU),  one relating 
to  evacuation  operations  for  nationals  of  the 
Member States with the help of the WEU  and the 
other  on  use  of  the  WEU  to  implement  the 
Union's joint action in the Great Lakes region. 
Modernisation  of  the  communications  system 
(Cortesy)  linking  the  Ministries  of  Foreign  Af-
fairs  in  the Member States with  the  Permanent 
Representations, the Commission and the Coun-
cil Secretariat in Brussels continued. 
The  Ministries  of Foreign  Affairs  of the  Member 
States and the Commission signed _a  memorandum 
of understanding on the co-location of diplomat-
ic  and consular missions: already several Mem-
ber States are taking part in co-location projects, 
such  as  those  in  Minsk  (Belarus)  or  Almaty 
(Kazakhstan), and are examining other projects, 
in  particular  the  joint building of an  embassy 
complex in  the  new  capital  of Nigeria  (Ahuja). 
On that basis, the Council adopted a decision on 
the common position on the possible co-location 
of diplomatic missions. 
(i)  Human rights 
In  1996 the  European  Union  continued  to  give 
an  important  place  to  respect  for  democratic 
principles and human rights and adopted many 
initiatives, both on behalf of citizens and in the 
external relations sphere. 
In  its relations with third countries, in the light 
of persistent serious breaches of human rights 
in  many countries,  the  Union  continued to act 
by making some 80 representations and around 
3 5 declarations condemning such practices and 
violations. In  some cases, those responses were 
combined with measures such as amendment of 
the  content  of cooperation  programmes,  post-
ponement  of  signings  required  for  the  imple-
mentation  of  agreements  or  cooperation  pro-
grammes and  even  suspension of cooperation, 
while  seeing  to  it  that  the  population  of  the 
country concerned, in particular the poorest sec-
tions,  did  not suffer as a  result.  In  accordance 
with the Council conclusions of 1995 on human 
rights  in  Community  agreements  with  third 
countries, the Commission used the financial in-
struments  entered  in  the  Community  budget 
heading 'European initiative for democracy and 
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en  the  rule  of law,  the  process  of democratic 
transition and civil  society,  both in  developing 
countries  and  the  countries  of  central  Europe 
and the independent States of the former USSR. 
It  adopted  a  report  on  the  implementation  of 
these actions for  1995, which offers an overall 
view of the aims and priorities in view. 
The importance which the Union attaches to re-
spect  for  democratic  principles  and  human 
rights was also shown in its contribution to the 
work of international organisations and forums, 
in particular the United Nations General Assem-
bly and Commission on Human Rights, the Con-
ference on the Human Dimension of the Organ-
isation for  Security and Cooperation in  Europe 
and the Council of Europe, as well as the World 
Congress  against  Commercial  Sexual  Exploita-
tion of Children, held in Stockholm. 
(ii)  Diplomatic and consular protection 
Under  the  provisions  of the Treaty  relating  to 
European citizenship, the representatives of the 
governments  of  the  Member  States,  meeting 
within  the  Council,  adopted  a  decision  on  the 
establishment of an emergency travel document 
whereby a  national of a  Member State which is 
not represented in the third country in which he 
finds  himself - and  whose  passport or  travel 
document has been lost, stolen or destroyed or 
is temporarily unavailable- may be issued with 
an emergency document valid for a  single jour-
ney  by  the  representation  of another  Member 
State, with the authorisation of his Member State 
of origin. In addition, on the basis of a  1995 de-
cision  regarding  protection  for  citizens  of the 
Union  by  diplomatic  and  consular  representa-
tions,  an  information  brochure  is  being  pre-
pared  to  inform  citizens  of the  Union  of con-
sular protection measures from which they may 
now benefit in third countries. 
The Council adopted a decision relating to oper-
ations  to  evacuate  nationals  of Member  States 
when their safety is endangered in a third coun-
try,  which allows  the  Council,  when  it  decides 
on  such an operation,  to  have  recourse  to  the 
WEU. 
Exchanges  of  information  continued  in  the 
Council on abductions of children, the situation 
in prisons in certain third countries and on joint 
updating of national advice on travel in certain 
'risk countries'.  Representations were  made  on 
behalf of the Union to third countries regarding 
abductions  of  children  and  the  situation  of 
European prisoners held in harsh conditions in 
some of these countries. 
(iii)  Political dialogue 
Political  dialogue was intensified and extended 
with the aim of explaining the Union's objectives 
to  third countries and sharing these objectives 
with them. 
At  the end of 1996, the Union was holding insti-
tutionalised political dialogues with the follow-
ing countries or regional  organisations:  Europe 
('structured' dialogue with the associated coun-
tries,  Albania,  Russia,  Turkey,  Ukraine, 
EFTA/EEA);  North  America  (United  States  and 
Canada);  Latin  America  (Rio  and  San  jose 
Groups, Mercosur and Chile); Asia-Pacific region 
(ASEAN,  China,  South  Korea,  India,  japan,  Pak-
istan,  Sri  Lanka,  Australia  and  New  Zealand); 
Gulf/Middle  East  (GCC  and  Israel);  Africa  (OAU 
and SADC);  non-aligned movement. Political dia-
logue also figures on the agenda of cooperation 
councils  with other countries,  e.g.  Egypt,  Mor-
occo and Tunisia. 
(iv)  International organisations and 
conferences 
United Nations 
At  the  51st  United  Nations  General  Assembly, 
the  President-in-Office  of the  Council  stressed 
the  active  support given  by the  Union  for  the 
maintenance of peace and international security 
and  its  commitment  to  the  organisation  - in 
particular to its structural and financial  reform 
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The Union  had repeatedly pointed out that un-
der  the  United  Nations  Charter  all  Member 
States  were  obliged  to  discharge  their  arrears 
and pay their assessed contributions to the reg-
ular and peacekeeping budgets in full,  promptly 
and without conditions. The Union also empha-
sised  that  the  Member  States  of the  Union  -
whose  contributions  accounted  for  more  than 
3 5 % of the regular budget and more than 3 7 % 
of the peacekeeping budget - had always  hon-
oured that commitment and  that  it  was  there-
fore up to all the Member States of the organis-
ation to follow that example in order to resolve 
its current financial crisis. 
In  the context of financial  reforms intended to 
guarantee the long-term stability of the  United 
Nations in this area, the Union also submitted a 
series of proposals designed to achieve a  com-
prehensive reform of finances, including adjust-
ment of the scales for assessed contributions to 
achieve  a  more  realistic  reflection  of each  UN 
Member  State's  ability  to  pay.  As  regards  on-
going modernisation of the structures and work-
ing methods of United Nations institutions, the 
Union  launched an appeal  for  a  revitalised  or-
ganisation which would respond more effective-
ly to new needs, formulating proposals and spe-
cific  commitments to  strengthen and  revitalise 
the effectiveness of United Nations activities in 
the economic and social spheres. 
At  the World  Food  Summit which took place  in 
Rome  from 13  to 1  7 November 1996, which the 
European Union  prepared very as.siduously,  the 
President-in-Office  of  the  Council  emphasised 
that  a  political,  social,  and  economic  environ-
ment of peace and stability was an essential pre-
condition for States to give  priority to food  se-
curity and to combating poverty. Respect for hu-
man  rights  and  basic  freedoms  is  inseparable 
from such a political environment. In addition to 
a democratic political system, a transparent and 
effective legal  system, and transparent and ac-
countable  government  and  administration,  ap-
propriate  participation  of  ~II  members  of  the 
population  in  decisions  concerning  their  food 
security must also be guaranteed. 
OSCE 
The  activities  of  the  OSCE  culminated  in  the 
holding of the Lisbon Summit attended by Heads 
of State  or Government  and  ministers  for  for-
eign  affairs  of  54  States  (including  the  Presi-
dency on behalf of the  Union)  participating in 
the OSCE  (participation of the Federal  Republic 
of Yugoslavia being currently suspended), repre-
sentatives of OSCE  partner countries in coopera-
tion (Algeria, Egypt, Israel, Morocco and Tunisia) 
and representatives of United Nations organisa-
tions  and  international  organisations  active  in 
areas covered by the OSCE.  Inter alia,  the sum-
mit adopted the Lisbon Declaration and a decla-
ration on a security model for the 21st century. 
The  Union  took  an  active  part  in  the  review 
meeting and the summit in  order to help rein-
force the role of the OSCE  in the security archi-
tecture  and  improve  the  effectiveness  of  the 
organisation. 
As  regards implementation of the decisions of 
the  1995  Budapest  ministerial  meeting,  the 
Union  took an  active  part  in  the  weekly  pro-
ceedings  of  the  OSCE  Permanent  Council  in 
Vienna,  whose  agenda  was  largely  dominated 
by the problems of former Yugoslavia and - in 
special meetings -by discussions on the secu-
rity model, and the work of the Senior Council 
of the OSCE,  meeting in Prague in March. In  or-
der to  contribute  to  the  strengthening of col-
lective security in Europe on the basis of OSCE 
principles,  the  Union  made  a  major  contribu-
tion to the drawing-up of a  common and com-
prehensive  security  model  for  Europe  in  the 
21st century. 
As  part of preventive diplomacy and peacekeep-
ing,  the Union  supported OSCE  missions in  the 
countries concerned. It  gave  its support to  the 
OSCE  Assistance  Group  in  Chechnya  and  the 
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of the OSCE  Chairman-in-Office, relating to local 
elections in Serbia. 
The  Union  also assisted the  OSCE  in  the  tasks 
entrusted to it pursuant to the Paris agreements 
on peace in Bosnia and Herzegovina by adopting 
a joint action providing for the sending of 505 
Union  supervisors in  the context of operations 
to oversee the elections in Bosnia and Herzegov-
ina supervised by the OSCE. 
Finally,  the  Union  submitted  contributions  to 
the various meetings and seminars organised by 
the  OSCE  throughout  the  year  on  human  and 
economic  questions,  in  particular on the  occa-
sion of the fourth  Economic  Forum  devoted to 
the economic aspects of security and the role of 
the OSCE. 
Regional cooperation in the Baltic Sea 
region 
The  European  Union  stepped  up  cooperation 
with the Baltic  Sea  region and is  playing an in-
creasingly important role  in  the Council of the 
Baltic  Sea  States  (CBSS),  which  is  an  important 
forum for contacts between the Union, the Baltic 
States, Poland and Russia. 
The  Presidents  of the  Commission  and  of the 
Council  took part in  the Visby  Summit,  in  May 
1996,  at  which  the  Commission  submitted  a 
document  entitled 'Baltic  Sea  region  initiative', 
stressing  the  need  for  intensified  coordinated 
action in the region. The Visby  Declaration and 
the action  programme, which were adopted by 
the ministers for foreign affairs of the 11  Mem-
ber States of the CBSS  at the meeting in Kalmar 
in July  1996,  set out the broad outlines of re-
gional cooperation. The Commission chaired the 
CBSS  Working Party on Economic Cooperation. A 
good example of the intensification of coopera-
tion is  the work being carried  out in  the Task 
Force  on  Organised  Crime  - comprising  the 
personal representatives of the prime ministers 
- in which the Commission also takes an active 
part. The transfrontier programme for the Baltic 
region  is  administered and coordinated by the 
Baltic  Coordination Committee, the members of 
which are the Commission, and the countries of 
the Baltic region including Russia. 
Regional initiatives in south-eastern 
Europe 
Throughout 1996, the Union was engaged in im-
plementing the intentions stated in the declara-
tion on stability and good-neighbourly relations 
in  south-eastern Europe adopted at Royaumont 
in  1995  by ministers from  30  countries on the 
Union's  initiative  in  the  margins  of  the  Paris 
Conference on peace in Bosnia and Herzegovina, 
based on the procedure followed  for  the intro-
duction  of  the  Stability  Pact  in  199 5.  Hence, 
follow-up  meetings  of  countries  present  at 
Royaumont were organised. 
The Union has also supported the south-eastern 
Europe  cooperative  initiative,  launched  by  the 
United States, with the purpose of enhancing re-
gional stability through the development of eco-
nomic and environmental cooperation. 
On  the  basis  of  a  Commission  report  on  the 
prospects for the development of regional coop-
eration  and  what  the  Community  could  do  to 
foster  such cooperation,  the  Council  defined a 
regional  approach  principally directed  towards 
those  countries  in  the  region  for  which  the 
Council  has not adopted negotiating directives 
with  a  view  to  an  association  agreement  and 
which makes the establishment of closer ties be-
tween the Union and these developing countries 
dependent on the  development of cooperation 
between  the  latter.  Visits  at  ministerial  level 
were made by the Presidency and the Commis-
sion to four of the five countries concerned with 
the  aim  of  explaining  this  regional  approach. 
The  Council  backed  the Commission report on 
common  principles  for  future  contractual  rela-
tions  with  certain  countries  in  south-eastern 
Europe  and  felt  it  should  serve as  a  basis  for 
defining the Union's future relations with the re-
gion,  placing particular emphasis on condition-
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with  the  provisions  of the  Dayton/Paris  peace 
agreements, the basic agreement (Erdut) and the 
obligation  of  these  States  under  international 
law to readmit their citizens. 
Hence, the development of the contractual rela-
tions  which  the  Union  wishes  to  set  up  with 
each of these countries is linked to the progress 
they  make  in  establishing  cooperation  among 
themselves. The Commission has been asked to 
identify, along with the countries concerned, the 
type of contractual relations which may be  es-
tablished with the Union. 
(v)  Security 
Discussion continued on the European security 
architecture  with  the  aim  of  strengthening 
peace, stability and security throughout the con-
tinent and ensuring that, with that end in view, 
the institutions with responsibility for  security 
are mutually reinforcing. In  this connection the 
involvement of the  CCEE  and  other associated 
countries with CFSP activities, including security 
matters,  is  also a  factor  making for  their inte-
gration into that new architecture. The  Union's 
active  contribution  to  the  OSCE  exercise  on  a 
common and comprehensive security model for 
Europe  in  the  21st  century  pursues  the  same 
objective. 
Throughout the year, Member States engaged in 
regular consultation in  order to ensure consist-
ency and unity in the presentation of their posi-
tions and in  the conduct of Union activities on 
the international stage. Thus, in the various in-
ternational bodies and conferences on disarma-
ment and non-proliferation, the Union was usu-
ally  able  to  submit  a  position,  which  made  it 
easier to achieve its objectives. 
The  conference to  review the  1980 Convention 
on  the  Use  of  Certain  Conventional  Weapons, 
commonly  referred  to  as  'inhuman'  weapons, 
which was  suspended at the end of September 
1995, concluded in May  1996 with results which 
partially met the Union's objectives to the extent 
that an additional protocol was adopted banning 
blinding  lasers,  the  scope  of  Protocol  II  (on 
mines)  was  extended and  measures  to  restrict 
and prohibit the use and transfer of mines were 
strengthened. 
The  Council  adopted  a  further  joint  action 
which  includes  not  only  political  and  diplo-
matic aspects, along the lines of the first joint 
action of May  1995, but also arrangements for 
assistance in  mine clearance. This  new action 
reflects  the  Union's  commitment  to  the  final 
objective of total elimination of anti-personnel 
mines. A further contribution by the Union of 
ECU  7 million to the United  Nations Voluntary 
Trust Fund  may be followed  by other specific 
actions which it might call on the WEU  to help 
implement. 
The  Council  also  adopted  a  decision  supple-
menting  its  1995  decision  on  anti-personnel 
mines by providing, as part of the Union's con-
tribution  to  the  implementation  of  the  agree-
ments  signed  in  Paris  in  December  1995,  for 
emergency aid of ECU  3.6 million to the United 
Nations Fund for Assistance in Mine Clearance in 
Bosnia and Herzegovina and in Croatia. 
The  Council  adopted a  common  position con-
cerning preparation for the Fourth Review Con-
ference  of  the  Biological  and  Toxic  Weapons 
Convention,  which  aims  to  promote  universal 
application of the convention and to reinforce 
it  by  encouraging  inter  alia  the  adoption  of 
legally  binding  and  effective  verification 
arrangements. 
As  a  further  contribution  to  non-proliferation, 
the Council adopted a joint action on participa-
tion of the European Union in the Korean Penin-
sula  Energy  Development  Organisation  (KEDO), 
whereby KEDO  was granted a financial contribu-
tion of ECU  5 million for 1996. The Council also 
approved negotiating directives, on the basis of 
which  the  Commission  is  conducting  nego-
tiations  with  the  founder  members  of  KEDO 
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participation  by  Euratom  in  this  undertaking, 
the purpose of which is to find an overall solu-
tion to  the issue of nuclear proliferation in  the 
Korean  peninsula by  the  installation  of appro-
priate nuclear reactors. 
Particular importance was attached to the devel-
opment of working relations between the Union 
and  the  WEU  under  the  current  Treaty  provi-
sions. The  Council adopted the two  abovemen-
tioned decisions in which the Union,  in accord-
ance with Article J.4(2), calls on the WEU  to elab-
orate  and  implement  actions  which  have  de-
fence implications in the sense that they involve 
the use of military means. In addition, a number 
of practical arrangements were adopted to rein-
force  the working links between the two  organ-
isations which relate to official transmission of 
documents between them,  updating and exten-
sion of cooperation between secretariats and the 
development  of  methods  for  information  and 
consultation between the European Commission 
and the WEU. 
In  addition, the Union  identified areas possibly 
requiring WEU  intervention, in  particular peace-
keeping  in  Africa  and  assistance  with  mine 
clearance. 
Discussion  on  a  European  armaments  policy 
continued,  particularly on the  basis  of a  Com-
mission  communication  on  measures  which 
could  be  taken  in  the  Community  framework 
and in the framework of Title V of the Treaty on 
European Union,  the characteristics of defence-
related  industry  and  matters  relating  to  the 
intra-Community  transfer  of  arms  and  arms 
procurement. 
The  Council  updated  the  arrangements  on  ex-
port controls for  dual-use goods to bring them 
into line with the undertakings given by Member 
States  under  international  treaties  and  non-
proliferation  arrangements.  After  successive 
amendments  and  a  further  substantial  adjust-
ment  necessitated  by  the  conclusion  of  the 
Wassenaar  Agreement,  the  Council  adopted  a 
consolidated version of the  decision  establish-
ing these control arrangements. 
(vi)  Drugs 
The  approach advocated by the Union  resulted 
in  greater coordination  of activities  under  the 
three  pillars  of the Treaty  on European  Union, 
thus allowing the efforts made by the Union in 
combating this scourge - in all its aspects -to 
be  stepped up through the  combined action of 
the instruments afforded by the Treaty. 
In  connection with  the  cooperation which  was 
established through the initiative on Latin Amer-
ica  and  the  Caribbean,  work continued on  the 
identification and development of areas for spe-
cific  action.  An  appraisal  mission  accordingly 
went to Latin America on several occasions and 
submitted suggestions to the Council. 
The  Union  also  expanded  its  cooperation with 
third countries,  on the one  hand,  by means of 
meetings  of experts with  the  CCEE  and  Russia 
and,  on the other hand, in connection with the 
adoption of the regulation on north-south coop-
eration in the campaign against drugs and drug 
addiction. It  also approached a number of third 
countries in  order either to  encourage them to 
take action against production and trafficking or 
to dissuade them from  adopting economic and 
financial  laws  which  might  promote  money-
laundering (the Seychelles in particular were ap-
proached when  adopting the  EDA  - Economic 
Development Act). 
(vii)  Terrorism 
The  European Union  continued to  provide tan-
gible  evidence of the importance it attaches to 
combating terrorism in  all  its forms and in all 
geographical areas. It took the view that every 
effort must be made to ensure that the most ef-
fective possible use was made of all  the instru-
ments that the  Treaty  makes available  to  it  in 
order to help eradicate terrorism. To  that end, 
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cooperation in  sharing expertise on countering 
terrorism. 
In  its external relations, the Union actively sup-
ports the widest participation of third countries 
in  international  instruments  in  the  campaign 
against  terrorism  and  it  accordingly  promotes 
multilateral cooperation in  appropriate interna-
tional bodies. It is notably in this connection that 
the 'Palermo Declaration' was published following 
the meeting of Union ministers for foreign affairs 
and that the Union played a decisive role at the 
anti-terrorist summit at Sharm el  Sheikh.  In  the 
context of its bilateral relations, the Union em-
phasises the importance of establishing a specific 
dialogue on these topics, in particular by setting 
up programmes of assistance for third countries 
designed to complement the bilateral initiatives 
taken by Member States in this area. 
B.  European Economic Area -
Relations with the EFTA  States 
At  its fifth and sixth meetings the  EEA  Council 
assessed  the  overall  functioning  and  develop-
ment of the agreement and considered a number 
of commercial policy matters (veterinary issues, 
processed agricultural products, maritime cabo-
tage,  rules  on cumulation and  mutual  recogni-
tion  agreements)  and  institutional  matters.  In 
particular on the basis of the activity report sub-
mitted by the chairman of the Joint Committee, 
the Council was able to note that the agreement 
was  working well  and  stressed the  importance 
of the EFTA States also belonging to the EEA  tak-
ing part in  the development and completion of 
the internal market. 
As  provided for by the joint declaration adopted 
by  the  EEA  Council,  each  EEA  Council  was  ac-
companied by a meeting between the prime min-
isters of the EFTA  States which are members of 
the  EEA,  on the one hand, and the President of 
the  EU  Council  and  the  President of the  Com-
mission, on the other hand. Informal exchanges 
of views at ministerial  level  thus took place at 
the  EEA  Councils on foreign  policy matters and 
security issues of common interest. Cooperation 
in this sphere resulted, moreover, in  EEA  mem-
bers being associated with several Union  decla-
rations and initiatives. 
During  1996,  the  EEA  Joint Committee  held  36 
meetings.  It  adopted  84  decisions  and,  under 
the  'continuous  information  and  consultation 
process'  provided  for  in  Article  99  of the  EEA 
Agreement,  held  consultations on a  number of 
important issues. 
In  view  of the  fact  that  negotiations  with  Ice-
land, Norway and Switzerland designed to make 
adjustments  to  the  preferential  arrangements 
existing  between  the  Community  and  those 
States  in  the  processed  agricultural  products 
sector, necessitated by the implementation from 
1 july 1995 of the agricultural agreements con-
cluded during the Uruguay Round, could not be 
completed  by  1  January  1996,  the  Council 
adopted a regulation extending the autonomous 
measures adopted in  1995 for the period 1 Jan-
uary 1996 to 30 June 1996. 
Following the accession of Austria, Finland and 
Sweden  to  the  European  Union,  it  was  found 
necessary to adapt the arrangements for import-
ing  fishery  products and  agricultural  products 
originating  in  Iceland  into  the  Community.  An 
additional protocol to  the EC-Iceland  free-trade 
agreement and an agreement in  the form  of an 
exchange  of letters concerning  certain  agricul-
tural  products  were  therefore  concluded  be-
tween the Community and Iceland. 
An  agreement in the form of an exchange of let-
ters  between  the  European  Community,  of the 
one  part,  and  the  Kingdom  of Norway,  of the 
other part, concerning certain processed agricul-
tural  products  was  concluded.  The  agreement 
adapts Protocol 2 to the agreement between the 
European  Economic  Community  and  the  King-
dom of Norway, to take account of the accession 
of the Republic of Austria,  the Republic  of Fin-
land and  the  Kingdom  of Sweden  to  the  Euro-
pean  Union  and  the  implementation  of  the 
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During  1996, the negotiations with Switzerland 
for  the  conclusion  of new  agreements  on  the 
free movement of persons, research and techno-
logical  development, agriculture,  mutual recog-
nition  in  relation  to  conformity  assessment, 
public  contracts  and  inland  and  air  transport 
were pursued. It  should be noted that these six 
sets of negotiations come under the  policy de-
fined by the Council for the future development 
of relations with Switzerland, following  the lat-
ter's  decision not to  take  part in  the  European 
Economic Area (December 1992). 
The Council examined the progress of the nego-
tiations on several occasions. It  took note of the 
considerable  progress  achieved  in  the  various 
sectors and in particular with regard to the free 
movement of persons. It thought that it should 
be possible to proceed to the final  stage of the 
negotiations  once  a  number of technical  prob-
lems  had  been  resolved.  It  also  expressed  the 
hope that a rapid conclusion of the inland trans-
port agreement on the basis of a set of common 
basic principles could be achieved.  Finally,  the 
Council again underlined the importance of the 
global  nature of the negotiations and the  need 
for  a  balanced  solution  between  the  different 
sectors  and  a  parallel  shouldering  of commit-
ments  in  accordance  with  the  directives  ap-
proved in 1994. 
Pending  the  outcome  of the  negotiations  with 
Norway  and  Switzerland  for  the  conclusion  of 
·additional  protocols  amending the  preferential 
agreements  that  those  States  had  concluded 
with the Community in order to take account of 
the accession of Austria, Finland and Sweden to 
the European Union, autonomous measures were 
extended for 1996 with regard to Switzerland, in 
view of the serious difficulties then persisting in 
relations with Norway in the sphere of trade in 
processed agricultural products. 
The  Council  authorised the Commission to  ne-
gotiate with  Switzerland an amendment to  the 
free-trade agreement of 27 July 1972 in order to 
add a new protocol on mutual assistance in cus-
toms matters, in view of the fact that the free-
trade  agreement  did  not  contain  any  specific 
provision on methods of administrative cooper-
ation in respect of the application of the various 
provisions  it  contained,  with  the  exception  of 
those relating to the definition of the concept of 
'originating products'. 
In  order to  avoid  the  disruption of traditional 
trade and to maintain existing reciprocal prefer-
ences, it was thought necessary to make techni-
cal adjustments to the free-trade agreement with 
Switzerland  by  introducing  reduced  specific 
amounts.  Technical  adjustments  are  currently 
the subject of negotiations with Switzerland on 
the  protocol  relating  to  processed  agricultural 
products.  Pending  the  outcome of the  negotia-
tions,  the  Council  adopted  autonomous  meas-
ures to  maintain the level  of reciprocal  prefer-
ences existing before 1 july 1995. 
c.  Relations with the associated 
countries of central and eastern 
Europe (CCEE) 
Major  progress  was  made  in  1996  in  the  pre-
accession  strategy  which  was  defined  by  the 
Essen  European  Council  and  confirmed  by  the 
Madrid  European  Council.  In  this  respect,  the 
enhanced  political  dialogue  and  the  structured 
dialogue established with the CCEE  continued to 
develop.  These  countries  were  increasingly  in-
volved in CFSP activities - in particular in a joint 
action and in a number of common positions and 
declarations and in several initiatives- with reg-
ular talks being held at expert level, including in 
the security field. There was also an extension of 
cooperation  in  international  organisations  and 
forums, in particular in the United Nations. 
Suggestions were  made  to  consolidate and  im-
prove the enhanced political dialogue. They also 
concern an increase in informal talks, flexibility 
and pragmatism in the implementation of the re-
vised guidelines and better preparation of agen-
das. Other suggestions were made regarding an 
increase in informal cooperation between the as-
sociated  countries  themselves,  in  particular 
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Pragmatic improvements were also made to the 
structured  dialogue  on  matters  coming  under 
the first pillar, by establishing an indicative pro-
gramme of meetings to be held under two  suc-
cessive Presidencies, by improving the targeting 
of the issues for  discussion and by having the 
Commission  draw  up  a  background  paper  for 
the  discussions  and  incorporating  the  associ-
ated countries' positions. 
On  the basis of the conclusions reached at the 
Madrid European Council, the Florence European 
Council  reiterated  the  need  for  the  Commis-
sion's  opinions and  reports  on enlargement to 
be available as soon as possible after the com-
pletion of the IGC  so that the initial phase of ne-
gotiations could coincide with the beginning of 
negotiations  with  Cyprus  and  Malta  (2)  six 
months after the end of the  IGC,  taking its  re-
sults into account. In its conclusions on enlarge-
ment,  the  Dublin  European  Council  confirmed 
the  timetable  for  the  enlargement  process 
agreed in Madrid and welcomed the fact that the 
Commission had given an assurance that the re-
ports and  documents  it  had  been asked for  in 
Madrid  - including its  opinions and  the  com-
munication  on  the  Union's  future  financial 
framework  - would  be  available  immediately 
after conclusion of the IGC. 
With  the signing of a  Europe association agree-
ment, Slovenia - which simultaneously submit-
ted  its  formal  application  for  accession - be-
came  party  to  the  pre-accession  strategy  and 
hence to the enhanced political dialogue. As  the 
Czech  Republic  had  submitted  its  formal  re-
quest for accession, the Council, further to these 
two applications and to those submitted in  De-
cember 1995 by Lithuania and Bulgaria, adopted 
decisions on the initiation of the accession pro-
cedure  in  accordance  with  Article  0  of  the 
Treaty on European Union. 
(2)  That country has  in  the  meantime  notified  the  Com-
munity that it is,  for the time being, no longer an ap-
plicant for accession (see F below). 
By  means  of various  methods  of participation, 
the Union is already encouraging structured co-
operation between the associated countries as a 
significant  component  of  the  pre-accession 
strategy and the development of the Union's re-
lations with regional cooperation bodies such as 
the  Council  of the Baltic  Sea  States  (CBSS)  and 
the Central European Initiative (CEI). 
In  accordance with the European Council's con-
clusions at its meetings in  Madrid and Florence 
in  1996,  the  Commission  addressed  with  re-
newed  vigour  the  substantive  reform  of  the 
Phare  programme  (3),  which  is  the  European 
Union's  principal  financial  instrument  to  help 
the CCEE  assimilate the acquis communautaire. 
The  enhanced  role  of the  Phare  programme  is 
extremely important for  the  preparation of the 
associated countries for accession. 
As  regards  approximation  of the  legislation  of 
the associated countries to  that in  force  in  the 
Union,  with  more particular reference to  the in-
ternal  market,  the  associated  countries  made 
progress with their implementation of the White 
Paper.  In  this  their work was  facilitated  by the 
Commission's establishment of a technical assist-
ance information exchange office (TAIEX)  within 
the framework of the Phare programme in close 
cooperation  with  and  taking  advantage  of  the 
expertise  of the  Member  States.  The  initial  re-
sults  were  summarised  in  the  replies  to  the 
questionnaires  circulated  to  all  the  associated 
countries with a view to subsequent preparation 
by the Commission of its opinions on the acces-
sion of those countries to the Union. 
Regarding  the  unification of rules of origin for 
preferential trade in Europe, the Council adopted 
a  series of acts aimed at implementing a 'Euro-
pean diagonal cumulation'. Most of the associated 
countries agreed to bring the new rules into force 
(3)  In  1996 the  Council  decided  to extend economic aid 
under the Phare programme to Bosnia and Herzegovina 
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on 1 january 1997, although the date adopted for 
Hungary and Poland was  1 July 1997. Since the 
Europe agreements with the Baltic States have not 
yet entered into force, talks are in progress to al-
low the new rules to be applied from 1 April1997. 
Negotiations with Bulgaria, Hungary, Poland, Ro-
mania, Slovakia and the Czech Republic for the 
adaptation of the Europe agreements in the agri-
culture sector as a result of enlargement and the 
conclusion of the Uruguay Round,  and also for 
further  development  of  trade,  continued 
throughot.Jt 1996. 
As  for Estonia, Latvia and Lithuania, the Council 
adopted directives enabling the Commission to 
negotiate with a view to adapting the free-trade 
agreements as well  (and also the Europe agree-
ments  currently  being  ratified)  in  accordance 
with  the  same  principles as  those  adopted  for 
the other associated countries. Pending the con-
clusion  of  the  new  protocols,  the  Community 
continued  to  take  autonomous  measures  to 
avoid  any,  even  transitory,  disruption of tradi-
tional trade flows. 
The  European  Council  voiced  its  appreciation 
and  support  for  the  various  regional  coopera-
tion  initiatives  which  extend  from  the  Barents 
Sea to the Black Sea via the Baltic Sea region and 
the central European region. 
Relations with these countries under the respec-
tive  associations continued to  develop in a  dy-
namic fashion in 1996. 
Reference  should first be made to the fact  that 
several  meetings  of  the  association  councils 
were held with the countries with which associ-
ation  agreements  have  already  entered  into 
force:  on  30 January with  the  Czech  Republic 
and Bulgaria; on 27 February with Romania and 
Slovakia; on 16 July with Hungary and Poland. 
At each of these meetings, the association council 
took stock of the development of and prospects 
for  bilateral  relations  under  the  Europe  agree-
ments.  It  discussed the headway made towards 
integration by each of the countries which had ap-
plied for accession to the European Union and the 
progress made under the pre-accession strategy. 
The association councils also tackled other sub-
jects,  such  as  regional  cooperation,  and  ex-
changed views within the context of the political 
dialogue on topical international issues. 
The  intensification  of  bilateral  relations  also 
brought  with  it  an  increased  number  of  deci-
sions  that  the  association  councils  took  by 
virtue of the powers conferred on them by the 
Europe agreements. In  this connection, the asso-
ciation councils with Hungary, Poland, the Czech 
Republic  and  Slovakia  adopted  implementing 
rules  regarding  competition.  The  association 
council with Hungary set up a joint consultative 
committee,  the  aim  of which  is  to  foster  dia-
logue  and  cooperation  between  economic  and 
social  interest  groups  in  the  Community  and 
Hungary.  With  Poland,  decisions were  taken re-
garding the definition of the origin of products 
and  as  regards  certain  aspects  of  the  trade 
arrangements  for  processed  agricultural  prod-
ucts; it was also possible to resolve the dispute 
concerning  Polish  export  restrictions  on  hides 
and skins by means of a decision of the associa-
tion council. Finally, the association council with 
Romania  adopted  a  decision  on  Romanian  re-
strictions  on  exports  of  scrap  and  decisions 
were taken with Bulgaria, Romania, Slovakia and 
the  Czech  Republic  regarding  double  checking 
in trade in steel. Still in 1996, it was possible for 
the association councils with the Czech Republic 
and Hungary to adopt decisions on the introduc-
tion of European cumulation of rules of origin. 
The discussions of the association councils were 
prepared by the  association  committees  which 
met regularly and thus ensured the continuity of 
activities. They examined a wide range of issues 
arising in the everyday application of each asso-
ciation agreement. It  should also be  noted that 
the parliamentary association committees, which 
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institutional framework provided for by the Eu-
rope  agreements,  met  with  all  the  associated 
countries on a  six-monthly basis. Their discus-
sions  permitted a  frank and open dialogue  be-
tween the members of the European Parliament 
and those of the national parliaments of the asso-
ciated countries and a  better understanding of 
the respective points of view.  The  declarations 
and recommendations emerging from such meet-
ings continued to provide a very useful input into 
the discussions held within the associations. 
As  regards  relations  with  Estonia,  Latvia  and 
Lithuania,  the  procedures  for  ratifying  the 
Europe agreements, which were initiated follow-
ing  the  signing of the  agreements  on  12  June 
1995, are  progressing well  and the agreements 
are expected to be concluded and to enter into 
force at an early date. In the meantime, contrac-
tual relations between the Community and these 
three States are governed by the agreements on 
free  trade,  which  also  include  trade-related 
measures  (free-trade  agreements)  and  entered 
into force on 1 January 1995. In  this context, it 
should be noted in particular that the first meet-
ings  of  the  joint  committees  were  held  with 
Lithuania, Latvia and Estonia. 
It should lastly be noted that relations with Slove-
nia  took  a  qualitative  leap  forward  when  the 
Europe agreement was signed on 10 June 1996. 
Pending  completion  of  the  ratification  proce-
dures, an interim agreement was signed on 11 No-
vember with a view to allowing the commercial 
aspect and the corresponding related measures 
to be implemented ahead of ratification. 
It is expected that this interim agreement will be 
provisionally  applied  from  1  January  1997.  It 
should be  noted in particular that it already in-
cludes the new text of the protocol on the cumu-
lation of rules of origin for preferential trade in 
Europe,  which  is  being introduced  in  the other 
associated  countries  by  means of decisions  of 
the various association councils. 
D.  Relations with eastern Europe 
and central Asia 
Following the 1995 conclusions on the strategy 
to be followed  for future relations with Russia, 
the  Council  adopted  an  action  plan  for  that 
country. This action plan confirms the partner-
ship established with  that country and  sets in 
particular as  objectives  support for  the  demo-
cratic  process and  the  promotion of economic 
reforms and respect for human rights,  and the 
consolidation of peace, stability and security. It 
covers all  areas of cooperation, notably foreign 
and security policy, where there is provision for 
a stepping-up of coordinated action with Russia 
on  matters concerning the  peaceful  settlement 
of conflicts in the context of the OSCE,  and sup-
port for reforms to the legislative and legal ma-
chinery.  Throughout the year,  the  implementa-
tion of this plan was one of the priorities of the 
Union's  policy towards Russia.  Thus, the politi-
cal dialogue has been considerably enhanced by 
being developed at all levels. 
The  European  Council  in  Florence  welcomed 
the action plan as well as Russia's membership 
of the  Council  of Europe  and  the  holding  of 
presidential  elections  in  that  country,  while 
calling  for  prompt ratification of the  partner-
ship  and  cooperation  agreement  (PCA).  The 
Dublin European Council reiterated the Union's 
readiness to assist Russia in meeting the diffi-
cult  challenges  ahead,  notably  through  the 
partnership  and  cooperation  agreement  and 
the action plan and by bringing Russia as soon 
as  possible  into  the  WTO  and  other  inter-
national forums. 
Following  the invitation to the Union  to send 
observers to the Russian presidential elections 
in  june/July,  the  Commission  took  action  to 
involve  the  Member  States  and  the  Office  of 
the  OSCE  in  that task. The Council  welcomed 
the  proper conduct of those  elections,  which 
were  regarded  as  a  decisive  step  forward  in 
consolidating  the  democratisation  process  in 
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The situation in Chechnya remained of concern 
to the Union, particularly as regards respect for 
human  rights  and  the  plight  of  refugees  and 
displaced  persons  in  the  region.  Throughout 
the conflict, notably through numerous declar-
ations, the Union called upon both sides to be-
gin political negotiations to try to reach a last-
ing political settlement and reiterated its  con-
viction  that the  OSCE  Assistance  Group  could 
make  a  worthwhile  contribution to  that peace 
process. 
The  Union  also  welcomed  the  progress  made, 
notably  the  ceasefire  reached  in  August  1996, 
and the agreement to hold elections in January 
1997. 
The  Union  on  several  occasions  reaffirmed  in 
declarations  the  importance  that it  attaches  to 
the  independence,  territorial  integrity and  sov-
ereignty of Ukraine and welcomed the Ukrainian 
Parliament's adoption of a  new constitution for 
Ukraine.  The  Council  also  adopted  an  action 
plan  for  Ukraine  which  pinpoints  the  priority 
areas  for  action  through  which  the  Union  can 
contribute to the process of democratic and eco-
nomic reform and promote sustainable develop-
ment  in  that  country.  This  plan  demonstrates 
the  importance the Union  attaches to  relations 
with  Ukraine  and its desire to  introduce closer 
cooperation in the framework of the partnership 
and cooperation agreement.  It  makes  provision 
for a  range of measures and specific actions in 
numerous fields,  such as  reinforcing  the  polit-
ical dialogue, questions relating to European se-
curity, economic and regional cooperation meas-
ures  and  closer  bilateral  contractual  relations. 
The  European  Council  recalled  its  firm  attach-
ment  to  the  implementation  of the  memoran-
dum of understanding reached with Ukraine  on 
the definitive closure of the Chernobyl  nuclear 
power  station  by  the  year  2000.  It  welcomed 
the  closure  by  the  Ukrainian  authorities of re-
actor number one as an important step in  this 
direction. 
The European Union also monitored closely the 
situation in Belarus, in particular with regard to 
human  rights  and  the  progress  of democracy. 
On various occasions, in particular at the meet-
ing of Heads of State or Government attended 
by  Mr  Lukashenko,  the  Union  expressed  its 
deep concern at the  political  situation in  that 
country and urged all parties concerned to seek 
a solution which fully respects the prerogatives 
of  the  parliament  and  of  the  constitutional 
court as well  as democratic principles such as 
the freedom of the press. The Union also initi-
ated a series of missions to Belarus, in cooper-
ation with the OSCE  and the Council of Europe, 
to examine the situation in that country and to 
assist in  the  implementation of the  necessary 
reforms. 
The dynamic relations established by the Union 
with the States of central Asia and the southern 
Caucasus,  within  the  framework  of the  guide-
lines laid down by the Council in 1995, gained 
fresh  impetus  with  the  signing  of  four  new 
partnership and cooperation agreements (PCAs) 
with Armenia,  Azerbaijan,  Georgia  and Uzbek-
istan.  Those agreements,  an essential element 
of which is respect for human rights and dem-
ocratic principles, have the objective of devel-
oping political relations and economic cooper-
ation  with  those  States  and  thus  encouraging 
them  to  undertake  the  political and economic 
reforms necessary to strengthen stability in the 
region. 
With  the above in mind, the Union continued to 
support efforts to maintain peace in the region 
and  in  particular carried out demarches to en-
courage  the  resumption  of  inter-Tajik  negotia-
tions with a view  to reaching a  peaceful settle-
ment to the conflict in Tajikistan. 
As  regards Turkmenistan,  exploratory talks  en-
abled the Commission to submit to the Council 
a  report on the  situation and on progress with 
political  and economic  reform;  on the basis of 
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that negotiations begin for a partnership and co-
operation  agreement  with  Turkmenistan  if  the 
current trend towards reforms continues. 
Furthermore, pending procedures for  the ratifi-
cation of the partnership agreements by nation-
al  parliaments and in order to allow the earliest 
possible entry into force  of the commercial as-
pects of those agreements, the Community con-
cluded  interim  agreements.  Such  agreements 
have  come  into force  with  Russia,  Ukraine  and 
Moldova  and  have  been  signed  with  Belarus, 
Georgia,  Uzbekistan,  Kyrgyzstan  and  Armenia. 
The  agreement  with  Azerbaijan  was  initialled 
recently. 
The Tacis programme plays an important role as 
an  instrument of the  Union's  strategy vis-a-vis 
Russia. As  regards assistance to the republics of 
the  former  USSR,  the  Council,  after twice  con-
sulting the  European  Parliament and  holding a 
conciliation  meeting  with  it,  adopted  the  new 
Tacis regulation intended to cover operations in 
the  course  of  1996-99  with  a  budget  of 
ECU  2 224 million. The tendering procedure has 
been improved compared with the 1993 regula-
tion and  made  more  transparent, and  the  new 
regulation  contains  elements  intended  to 
strengthen  its  operational  character  and  in-
crease the efficiency of its interventions. To  that 
end it  allows  the establishment of multiannual 
programming, part-financing of small infrastruc-
ture  projects,  support  for  small  and  medium-
sized  enterprises  and  established  the  environ-
ment as a  priority area.  It  strengthens cooper-
ation between wide areas of the European Union, 
the  CCEE  and  the  CIS,  including  Baltic-Barents 
cooperation. 
Provision has also been made for increased sup-
port for cross-border cooperation projects, both 
between the EU  and Russia (at the Finno-Russian 
border) and between Russia and the countries of 
central and eastern Europe,  including the Baltic 
countries. 
The Council decided to include Turkmenistan in 
the  food-aid  operation  decided  on  in  1995  in 
favour of the peoples of the Caucasus, Kyrgyz-
stan and Tajikistan. That decision made it  pos-
sible to supply Tajikistan with 10 000 tonnes of 
wheat flour while remaining within the original 
budget approved by the Council. 
As  regards macrofinancial assistance, the Coun-
cil  granted  further  aid  of  ECU  15  million  to 
Moldova  to  guarantee  the  success  of  the 
Moldovan Government's economic programme. 
E.  Relations with former 
Yugoslavia 
Implementation of the peace  process in  Bosnia 
and  Herzegovina,  which  was  initiated  by  the 
Paris  agreements  of 1995,  dominated  the  year 
1996. As  it had done in 1995 to promote a polit-
ical settlement of the conflict, the Union made a 
decisive multiform contribution to that process, 
in  particular through  its  financial  participation 
in  financing  the  infrastructure and  current ex-
penditure  of the  High  Representative,  Mr  Carl 
Bildt; through its contribution of ECU  3.6 million 
to the United  Nations Voluntary Trust Fund for 
Assistance  in  Mine  Clearance  in  Bosnia  and 
Herzegovina and  Croatia;  through its  contribu-
tion to the smooth operation of the general elec-
tions on 14 September in  Bosnia and Herzegov-
ina by sending a contingent of 505 Union super-
visors charged to the Community budget (ECU  3 
million);  through the major role it  continued to 
play  in  providing humanitarian aid  and  assist-
ance  in  reconstruction  at  the  second  Donors' 
Conference held in  Brussels at ministerial level 
and  organised  jointly by  the  Commission  and 
the  World  Bank,  at which  the  Union  (USD  260 
million)  and  the  Member  States  (USD  15 7  mil-
lion) entered into commitments of USD  417 mil-
lion,  representing one third of the total amount 
(USD  1 283  million)  proposed  by  the  inter-
national  community  for  the  reconstruction  of 
Bosnia and Herzegovina, as well as by extending 
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and  through  aid  for  reconstruction  in  Bosnia 
and Herzegovina,  in  Croatia,  in  the Federal  Re-
public of Yugoslavia and in the Former Yugoslav 
Republic of Macedonia; through the provision by 
the Member States of a  large  proportion of the 
personnel of the  Force  for  the  Implementation 
of the Peace Plan (IFOR)  established on the basis 
of a UN  Security Council resolution, and through 
the extension of the embargo on arms exports to 
former Yugoslavia,  with applications for  export 
licences to Slovenia and the Former Yugoslav Re-
public of Macedonia being examined on a  case-
by-case basis. 
In  the context of a two-year peace consolidation 
period  ending  in  December  1998,  when  new 
elections are to be held in Bosnia and Herzegov-
ina,  the Council adopted a  policy paper on for-
mer Yugoslavia  laying down,  on the one hand, 
guiding  principles  for  a  Union  contribution  to 
the  major  international  meetings,  which  fi-
nalised a framework for the future of the peace 
process in former Yugoslavia (notably the Paris 
and  London  conferences),  the  results of which 
were approved by the Dublin European Council 
and, on the other hand, the major priorities for 
that consolidation period. 
The Union believes that, in order to achieve full 
implementation of the peace process, the inter-
national  community  should  utilise  all  mech-
anisms at its disposal, including the provision of 
reconstruction assistance and economic aid,  on 
the basis of already defined conditionality, with 
the  possibility,  where  appropriate,  of withhold-
ing such aid in cases of non-compliance with the 
undertakings  entered  into  and  of  imposing 
measures against any party failing  significantly 
to meet its obligations. Support is also provided 
for regional cooperation initiatives, as defined in 
the  Council  conclusions  and  presented  to  the 
parties  concerned  by  the  Presidency  and  the 
Commission when they visited the region. 
As already mentioned, the Union decided to pur-
sue a  regional approach for the development of 
relations with the countries of former Yugoslavia 
in order to encourage reconciliation, political sta-
bility and economic prosperity in the region. 
The Union continued its contribution to bringing 
peace to and reconstructing Mostar (Bosnia and 
Herzegovina) on the basis of its joint action be-
gun in  1994, expanded in  1995 and due to ex-
pire on 2 2 july 1996. After the European Admin-
istrator, Mr  Hans Koschnick, was replaced by Mr 
Ricardo Perez Casado, the EUAM  (EU  Administra-
tion of Mostar) helped in preparing for the mu-
nicipal elections, which finally made it possible 
to establish a unified municipal council. 
The Council adopted a joint action on the nomi-
nation  of  a  'Special  Envoy  of  the  European 
Union'  to  Mostar  (Sir  Martin  Garrod)  to  ensure 
the  gradual  transfer  of  responsibilities  of  the 
EUAM  - whose mandate ended on 22  july 1996 
- to the newly elected local authorities on the 
one hand and to ensure the gradual phasing-out 
of the EUAM  over a period ending on 31  Decem-
ber 1996 on the other. In  addition to continuing 
the  gradual  withdrawal  of  the  Union  from 
Mostar,  the  Union's  Special  Envoy  to  that  city 
also had the task of ensuring the completion of 
the reconstruction projects under way.  It was in 
that  context  that  the  restoration  of  the  Sara-
jevo-Mostar-Ploce  railway  line,  which  was  the 
subject  of  a  joint  action,  was  completed.  Al-
though  the  Special  Envoy's  mission  ended  on 
31  December 1996, it was decided to maintain a 
technical  rearguard  of a  small  number of per-
sons  in  Mostar for  a  brief period,  lasting until 
30  April  1997 at the  latest,  in  order to ensure 
the smooth completion of projects in hand. 
As  regards Croatia, the Union's particular objec-
tive was to restore the multi-ethnic character of 
eastern  Slavonia;  to  that  end,  it  continued  its 
support for  the United  Nations Transitional Ad-
ministration  (Untaes).  Emphasising  on  several 
occasions the importance of support for the im-
plementation of projects to promote reconcilia-
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of the region, the Union welcomed the normali-
sation of relations between Croatia and the Fed-
eral Republic of Yugoslavia (FRY) and the admis-
sion of Croatia to the Council of Europe. 
Further to the agreement between the  FRY  and 
the  Former  Yugoslav  Republic  of  Macedonia 
(FYROM),  the  Union  published  a  declaration 
opening the way  to  recognition by the Member 
States of the FRY  as one of the successor States 
to  the  Socialist  Federal  Republic  of Yugoslavia 
by stipulating that the development of good re-
lations with  the  FRY  and of its  position within 
the international community would depend on a 
constructive approach by the FRY,  in  particular 
to  full  respect  for  human  rights  and  minority 
rights and  the  right  to  return  of refugees  and 
displaced  persons, and  the  granting of a  large 
degree of autonomy for Kosovo  within the FRY. 
In  accordance with the United  Nations  Security 
Council resolution, the Council has lifted the re-
maining sanctions against the FRY. 
In  the light of the FRY's  failure  to acknowledge 
certain results of the municipal elections and of 
the action taken against independent media, the 
Council  decided to adjourn a  decision to grant 
the FRY autonomous commercial concessions, as 
already offered to the other republics of former 
Yugoslavia. The Union also appealed to the  FRY 
authorities on several occasions to comply with 
international democratic principles. 
Further  to  the  OSCEs  mission  to  Belgrade,  the 
Union appealed to the Belgrade authorities to im-
plement  the  recommendations  of  the  Personal 
Representative  of the  President-in-Office  of the 
OSCE,  Mr  Felipe  Gonzalez,  and  in  particular  to 
comply with the results of the municipal elections. 
F.  Relations with south-east 
Europe 
The  year  1996  was  chiefly  given  over  to  the 
practical implementation of the decisions taken 
by the Council in  1995  to  establish, for the as-
sociated countries of Cyprus and  Malta,  a  pre-
accession  strategy which  combines  a  series of 
new instruments, such as strengthened political 
dialogue within the framework of the structured 
dialogue established in June 1995, participation 
in a number of Community programmes and fur-
ther harmonisation of Cypriot and Maltese legis-
lation on the acquis communautaire. 
The dialogue with those two countries on foreign 
policy and security topics has developed within 
the framework of the  new guidelines governing 
the  strengthened  political  dialogue,  notably  at 
the joint ministerial meeting between the Union, 
Cyprus and Malta.  The association councils with 
Cyprus and Malta  met in Brussels, with the dis-
cussions focusing on the prospects for accession 
and  on  the  development  of  bilateral  relations 
since the previous association council meeting. 
As  regards Cyprus, emphasis was placed on the 
necessity of using the period prior to the start of 
accession negotiations to find an overall solution 
to the Cypriot question. To that end, a representa-
tive of the Presidency was appointed who has, in 
close  liaison with other special  representatives, 
including the United Nations Secretary-General's 
(UNSG) special representative, monitored develop-
ments in the situation through his contacts with 
the parties concerned, reporting to the Presidency 
on efforts made to help find a political settlement. 
On several occasions, the Union deplored the vio-
lence and denounced the murder of civilians by 
soldiers and members of the  security forces  in 
northern Cyprus during the year and appealed for 
restraint and calm, urging both sides to avoid fur-
ther confrontation. Those developments have un-
derlined the need for  both parties to  cooperate 
fully with the forces of Unficyp  (United  Nations 
Force in Cyprus) and with the special representa-
tive of the UNSG in their efforts to reduce tension 
and promote a global settlement. 
The  second  structured  dialogue  ministerial 
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joint examination  of the implementation of the 
pre-accession  strategy  and  of the  follow-up  to 
the Barcelona Euro-Mediterranean Conference. In 
the same context, the timetable for the beginning 
of the negotiations with Cyprus was confirmed. 
At  the  meeting with  Malta  at  foreign  minister 
level,  the Council  took note that Malta  did  not 
consider full  membership of the Union feasible 
for it. Consequently, on the one hand, the struc-
tured dialogue with Malta,  which was  part of a 
pre-accession strategy, was suspended in all  its 
components and, on the other hand, the Council 
invited  the  Commission  to  make  proposals for 
future  relations  with  Malta  in  the  light  of the 
statement by that country. 
As regards overall relations with Turkey, the Flor-
ence and Dublin European Council meetings em-
phasised the priority they attached to strength-
ening  and  expanding  them  and  expressed  the 
hope that appropriate  conditions would  be  es-
tablished for an association council  meeting to 
be held in the near future. In parallel, and equal-
ly  in  an effort to accommodate the request by 
the European Parliament in its 1995 assent con-
cerning customs union, the Council has contin-
ued to monitor closely the general situation in 
Turkey.  The Council  held an exchange of views 
on relations with Turkey, at the end of which it 
invited  the  Presidency  to  make  contact  with 
Turkey  in  order  to  prepare  for  an  association 
council meeting early in 199  7. 
Despite  the  entry  into  force  of  the  customs 
union between the European Union and Turkey, 
relations with that country have been affected 
by certain difficulties such as the tension be-
tween  one  Member  State  and  Turkey  on  the 
subject  of  the  island  of  Imia  in  the  Aegean 
which first led the Council to propose the post-
ponement  of the  association  council  meeting 
for  a  period  which  was  brief but  sufficiently 
long  to  guarantee  fruitful  results,  and  subse-
quently to call for the avoidance of any action 
that might  increase the  tension and  to  stress 
the  need  to  submit territorial  disputes to  the 
International  Court  of  justice,  in  accordance 
with the Council's declaration of 15  july 1996. 
The Union also reaffirmed the importance it at-
taches  both  to  respect  for  human  rights  and 
democratic rules and for the principles of good 
neighbourly relations and of the commitments 
entered  into  by  Turkey  in  the  OSCE  and  the 
Council of Europe. 
A ministerial  meeting in  the  framework  of the 
political dialogue  between the Union  and Alba-
nia was devoted to examining the possibility of 
closer bilateral relations in the light of the eco-
nomic and political reforms in hand in Albania, 
with particular emphasis being placed on full re-
spect for  human rights  (ethnic  minorities,  fun-
damental  freedoms,  established  standards  of 
democratic  government).  The  parliamentary 
elections in Albania in May,  which were charac-
terised by a number of irregularities, formed the 
subject of two  declarations by the Council and 
of a joint European Union/United States declara-
tion in  which  the  Union  called  upon  the  Alba-
nian Government inter alia to cooperate with the 
OSCE  and  the  Council  of Europe  to  reform  its 
electoral  procedures  and  democratic  practice. 
Regarding  the  local  elections  in  October,  the 
Union  made  several  representations  to  the 
Albanian Government to invite the OSCE  to par-
ticipate in monitoring those elections. 
G.  Transatlantic relations 
In  spite  of  the  impetus  given  by  the  New 
Transatlantic Agenda signed in December 1995, 
relations  with  the  United  States  have  been 
affected  by  the  adoption  of  laws  with  extra-
territorial effect by the United States Congress 
(the  Cuban  Liberty  and  Democratic  Solidarity 
(Libertad) Act,  known as the Helms-Burton Act, 
which entered into force on 12  March,  and the 
Iran  and  Libya  Sanctions  Act,  known  as  the 
D'Amato Act,  which was adopted on 5 August), 
to  which  the Union  decided to give  an appro-
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The Council adopted an approach whereby the 
Community  and  the  Member  States  intervene, 
each in accordance with its own powers, to en-
sure protection against the effects of the extra-
territorial application of legislation adopted by 
a third country and of actions based thereon or 
resulting therefrom. The approach comprises a 
regulation  directed  towards  the  Helms-Burton 
and D'Amato Acts and a joint action on protec-
tive  measures,  not provided  for  in  the regula-
tion,  to  be  taken  by  the  Member  States.  The 
Council had previously, after expressing its con-
cern and disappointment at the entry into force 
of the Helms-Burton Act, identified a number of 
measures that could be  taken by the Union (in 
particular, referral to the World Trade Organisa-
tion - WTO)  in response to the damage caused 
to its enterprises by the implementation of that 
law. 
Within  the framework of the  New  Transatlantic 
Agenda  (NTA),  two  European  Union/United 
States Summits were held in Washington in 1996 
at which  the  first year's implementation of the 
New Agenda was reviewed. At both summits, the 
EU-US  Senior  Level  Group  presented  a  report 
which outlined the ongoing achievements made 
in the implementation of NTA  priorities. During 
1996, progress was made on a large number of 
issues within the ambitious multilateral and bi-
lateral  trade  agenda.  An  ambitious  work  pro-
gramme was agreed at the WTO Singapore Minis-
terial  Conference.  Recommendations  made  by 
the  transatlantic  business  dialogue  have  influ-
enced  transatlantic  business  relations,  and  ne-
gotiations reached the final stages for the EU  to 
join the  Korean  Peninsula Energy  Development 
Organisation  (KEDO)  and  for  the  signing of an 
information  technology  agreement.  Significant 
progress was also made in the ongoing negotia-
tions  for  agreements  on  mutual  recognition, 
customs  cooperation,  chemical  precursors  and 
science and technology. Cooperation was  inten-
sified on important shared diplomatic objectives 
and solid progress was made in jointly address-
ing the challenges of organised crime, narcotics, 
migration and asylum, and health. 
A  ministerial  troika  meeting  was  also  held  in 
Washington,  making  it  possible  in  particular  to 
discuss  the  respective  policies  towards  Cuba, 
Iran,  Libya,  Liberia  and Turkey,  and  the  IGC.  In 
the  margins  of the  United  Nations  General  As-
sembly (UNGA),  the  15  ministers for  foreign  af-
fairs  of the Union  held  their traditional meeting 
with the United States Secretary of State, at which 
discussions focused  in  particular on the Middle 
East peace process and former Yugoslavia. 
Relations with Canada, which had been affected 
by a fisheries dispute, have improved consider-
ably through the signing of a joint declaration 
accompanied by a joint action plan. 
In the context of a general improvement in bilat-
eral  relations with  Canada,  the  Council,  taking 
note of the Commission communication, adopt-
ed  conclusions  in  which  it  invited  the  Presi-
dency and the Commission to enter into discus-
sions on a joint statement on Union-Canada re-
lations and a joint action plan building on the 
1976 framework agreement for commercial and 
economic cooperation and the 1990 declaration 
on EC-Canada relations. 
Following  the  successful  outcome  of  negotia-
tions  in  late  1996,  the  joint  statement  was 
signed at an EU-Canada Summit held in Ottawa 
in  December  in  the  framework  of  the  Trans-
atlantic Declaration. Summit talks centred on the 
prospects  for  implementing  the  EU-Canada  ac-
tion plan accompanying the joint statement, on 
the Helms-Burton Act and on the IGC  and EMU. 
At  the  ministerial  meeting  held  alongside  the 
UNGA,  discussions focused in particular on fur-
ther elaboration of the action plan,  Bosnia and 
Herzegovina,  Russia and the Helms-Burton Act. 
Re-examination of the transatlantic relationship, 
preparation  for  the  quadrilateral  meeting  and 
for  the  WTO  meeting,  the  prospects for  agree-
ment  within  the  GATS  on  public  contracts 
and  relations  between  trade  and  the  environ-
ment were  discussed at  the  annual  ministerial •  Progress achieved by the European Union  1996 
meeting  held  in  Ottawa  in  the  context  of  the 
1976 framework agreement. 
H.  Euro-Mediterranean 
partnership - Relations with the 
Maghreb and Mashreq countries 
The  European  Union  and  its  12  Mediterranean 
partners have  throughout the year been imple-
menting the  1995  Barcelona Declaration, which 
contains a  political declaration and a work pro-
gramme, by developing an active partnership in 
the  political,  economic  and  human  fields.  To 
that end,  ministerial  conferences and meetings 
were  organised  in  various  areas:  cultural  her-
itage, tourism, industry, energy, information so-
ciety,  fisheries  management,  and  the  fight 
against drugs and organised  crime.  The  senior 
officials responsible for the political and securi-
ty dialogue also met on several occasions. 
In  the above context, the start-up stage for  im-
plementing  the  political  declaration  and  the 
work programme was designed to meet the ob-
jectives of ensuring that the process initiated in 
Barcelona was global and balanced and ensuring 
genuine synergy between the three constituent 
parts  (political,  economic  and  human)  of  the 
Euro-Mediterranean  partnership  and  imparting 
to  that process,  through ambitious action  pro-
grammes, sufficient initial  impetus to endow it 
with a constant dynamic which is satisfactory to 
all parties. 
The  effectiveness  of  the  above  approach  has 
been confirmed by the uninterrupted holding of 
all  scheduled  meetings,  in  spite  of the  critical 
moments which the Middle East peace process is 
going through, thus testifying to the importance 
attached by all  participants to the Euro-Mediter-
ranean partnership. 
The  Council  adopted  the  MEDA  regulation, 
which  constitutes  the  legal  and  administrative 
basis  for  action  to  assist  the  Mediterranean 
partners,  as  well  as  guidelines  for  indicative 
programmes implementing that regulation, with 
the  result  that  the  bases  for  financial  aid  to-
wards that region have now been established. 
In  parallel  with  establishing  the  Euro-Mediter-
ranean partnership the Union has devoted itself 
to giving substance bilaterally to the importance 
it  attaches  to  its  links  with  the  Mashreq  and 
Maghreb  countries  through  Euro-Mediterranean 
agreements within  the  framework  of that part-
nership as well as through initiatives and politi-
cal statements. 
As  regards the Maghreb countries, several Euro-
Mediterranean association agreements are under 
negotiation or in  the process of being conclud-
ed:  with Morocco,  the agreement was signed in 
Brussels on 26  February 1996 and has received 
the assent of the European Parliament; with Al-
geria,  negotiating directives for a  similar agree-
ment were  adopted by the Council  on 10  june 
1996.  The  agreement  signed  with  Tunisia  in 
1995 is currently being ratified. 
The  Union  has made several representations to 
Tunisia  concerning  human  rights,  landmines 
and the follow-up  to the Sharm el  Sheik Summit 
of Peacemakers. 
As  to  the  Mashreq  countries,  the  association 
agreement with Israel,  which was  signed in  No-
vember  1995,  received  the assent of the  Euro-
pean Parliament on 29 February 1997, and other 
Euro-Mediterranean  association  agreements  are 
under  negotiation  with  jordan,  Egypt  and 
Lebanon (alongside  preparation for  the Donors' 
Conference  on  the  reconstruction of the  coun-
try).  Further to  the wish  expressed by Syria  at 
the  second  association  council  meeting,  ex-
ploratory talks have begun in Damascus. 
As  regards  Syria,  the  ministerial  troika  of the 
Union visited Damascus for  talks on the future 
of bilateral relations and support for the Middle 
East  peace  process.  At  the  second  EC-Syria 
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welcomed  the  development  of  their  relations 
and at the same time reaffirmed their common 
interest  in  security,  stability  and  prosperity 
around  the  Mediterranean  and  - with  that  in 
mind - their commitment to  the Euro-Mediter-
ranean partnership to  promote global, coherent 
solutions to the problems of the region. 
The  Union  participated actively in  the  meeting 
of the Friends of Lebanon Conference  in  Wash-
ington concerning the resources required for the 
reconstruction of Lebanon. 
The 1Oth  EC-Egypt cooperation council meeting 
made it  possible inter alia to evaluate develop-
ments  in  and  the  outlook for  the  Middle  East 
peace process and to  reaffirm both sides' com-
mitment to the Euro-Mediterranean partnership. 
After calling for the resumption of negotiations 
between  Israel  on the  one  hand and Syria  and 
Lebanon on the other, both parties agreed on the 
need for a first stage towards peace by the full 
implementation of the  existing agreements  be-
tween Israel and the Palestinians. 
I.  Middle East peace process -
Relations with the Gulf States and 
the Middle East 
The  European  Union  has  abided  firmly  by  the 
key principles - the exchange of territories for 
peace, the absolute right of the Palestinians to 
self-determination - of its undertaking to con-
tribute  to  the  success  of  the  peace  process 
through the political and practical support it has 
provided from  the outset, despite the setbacks 
and difficulties the process has encountered. In 
that context, and in  particular in order to reaf-
firm those principles, the representatives of the 
Union visited the region on seven occasions. 
Meanwhile,  the Union has continued to monitor 
each  stage  and  each  difficulty  in  the  peace 
process. In addition, the Union has reiterated its 
strong condemnation of terrorist actions  likely 
to  jeopardise the  peace  process,  and  has  pub-
lished a  declaration  on  the  pea,ce  process and 
terrorism  which  was  used  as  a  model  at  the 
Summit  of  Peacemakers  in  Sharm  el  Sheik  on 
13  March,  at which the Union  played  a  central 
role. 
In  this context, the Union also approached each 
regional party. Thus, when Israel launched oper-
ation Grapes of Wrath  in  southern Lebanon,  re-
sulting in the bombing of Lebanese civilians, the 
Union initiated a global action aimed at securing 
a  ceasefire and  subsequently at  promoting the 
economic recovery of Lebanon. The Union  thus 
played a particularly active role in the Friends of 
Lebanon Conference in Washington. 
Aware  that  the  deterioration  of  the  peace 
process  was  increasing  the  need  for  an  ever 
more  active  contribution  on  its  part  in  that 
process and for a  political role  in future which 
would be in line with its economic involvement, 
the Union reacted in consequence by adopting a 
series of positions and  decisions,  in  particular 
the Council joint action appointing as its Special 
Envoy Mr  Miguel Angel  Moratinos, who took up 
his post at the beginning of December 1996. 
Throughout the year, the Union, while recognis-
ing  Israel's  right to  protect its  citizens against 
terrorist attacks, expressed its concern at the ef-
fects  of closing  the  Palestinian Territories  and 
therefore  called  on  several  occasions  for  that 
measure to be lifted. The Union also reiterated 
its  concern  at  the  continuous  expansion  of 
Israeli settlements, regarding it as a  policy that 
weakened Palestinians' trust in the process and 
lessened the ability of the Palestinian Authority 
to prevent extremist reactions against such set-
tlements.  Lastly,  the Union  reaffirmed  its  long-
standing  policy  of opposing the  annexation  of 
east Jerusalem by Israel. In the declaration made 
by  the  European  Council  in  Florence  in  june 
1996, the Union confirmed its policy of encour-
aging all  parties to study the issues covered by 
the  negotiations  on  the  final  status,  including 
the question of Jerusalem, which is of particular 
importance. The Union  has urged and will  con-
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action  or  initiative  which  might  influence  or 
prejudice future negotiations. 
The European Council appealed to the countries 
which had not yet decided to support the Middle 
East peace process. In  that context, the Union is 
counting  in  particular  on  Iran  with  which  the 
critical dialogue continued. 
In  economic terms, the European Union remains 
the principal donor for the Palestinian Territor-
ies, ahead of the United States (ECU  56 million), 
Norway (ECU  53  million), Japan (ECU  47 million) 
and Saudi Arabia  (ECU  12  million).  In  1996 the 
Union  as  a  whole  (ECU  107  million  from  the 
Community  budget,  ECU  81  million  from  the 
European  Investment  Bank,  ECU  210  million 
from  the  individual  Member  States)  allocated 
some  ECU  398  million  to  Palestinian  develop-
ment, also covering a  significant proportion of 
the  current  expenditure  of the  Palestinian  Au-
thority - owing in  particular to  the closing of 
the Territories, which affected fiscal  resources. 
To  offset  the  effects  of closing  the  West  Bank 
and the Gaza Strip, the Presidency and the Com-
mission  redoubled  efforts  to  implement  assis-
tance projects in those Territories. 
The Council adopted directives for  the negotia-
tion of a  Euro-Mediterranean interim agreement 
on trade and cooperation between the European 
Community, of the one part, and the PLO  for the 
benefit of the Palestinian Authority, of the other 
part. Negotiations began immediately on the ba-
sis of those directives, which allowed the Com-
mission  to  initial  the  agreement  in  December 
1996. 
The multilateral aspect of the peace process was 
directly  affected  by  the  problems  encountered 
in  the bilateral aspect in  the Israeli-Palestinian 
negotiations to implement the Oslo agreements: 
multilateral activities and negotiations were less 
numerous  and  less  fruitful  than  in  previous 
years. In  the context of that multilateral aspect, 
the Union continued to chair with dynamism the 
Regional Economic Development Working Group 
(REDWG)  and also  played an active  part in  the 
proceedings of the other four working groups -
water,  environment,  arms  control and  regional 
security (ACRS) - and in the proceedings of the 
steering  committee,  which  supervises  proceed-
ings under that aspect. 
In addition to its ministerial visits to the region, 
the  Union  also  maintained  close  bilateral  con-
tacts at senior official and expert level with its 
co-sponsors and parties concerned, notably the 
United States and Russia. 
At  the sixth meeting of the joint Council and at 
the  ministerial  meeting  with  the  Gulf  Cooper-
ation Council (GCC),  discussions focused on the 
means of strengthening bilateral relations, in ac-
cordance with the political commitment entered 
into at the troika's ministerial meeting in Gran-
ada  in  july  1995,  on  political  cooperation  (re-
gional  security of the  Gulf  States,  Middle  East 
peace  process) and on economic matters (from 
the  free-trade  standpoint).  Beforehand,  the 
Council adopted, on the basis of a  Commission 
communication,  conclusions  reaffirming  the 
strategic importance for the Union of a powerful 
regional group capable of playing a  role at eco-
nomic, political and regional security levels. 
The  Union  has  pursued  its  global  policy  in 
favour  of regional  stability  through  differenti-
ated bilateral relations. 
The  Union  accordingly  continued  in  1996  the 
'critical  dialogue'  with  Iran  initiated  following 
the  Edinburgh  European  Council.  Aimed  at en-
couraging Iran to play a constructive role in the 
region,  with  regard  to  the  Middle  East  peace 
process, that dialogue yet again made it possible 
to  address  the  main  topics  of concern  to  the 
Union,  in  particular Iranian human rights prac-
tices,  with  particular  reference  to  the  author 
Salman Rushdie, international terrorism, Iranian 
policies on arms procurement and nuclear coop-
eration  and  individual  cases  in  the  field  of •  Progress achieved by the European Union  1996 • 
human  rights,  notably  through  representations 
on behalf of those under death sentence and the 
Israeli pilot, Ron Arad, who disappeared in 1986. 
The Union demonstrated solidarity and cohesion 
in a joint declaration on the reactions in Teheran 
in November 1996 in the context of the Mykonos 
trial. 
The  Union  has  remained  particularly  vigilant 
with  regard  to  Iraq and reaffirmed  its commit-
ments regarding the  full  implementation of all 
relevant United  Nations  resolutions. The  Union 
prepared  itself as  from  mid-year for  the  entry 
into force of the United Nations Security Council 
'oil-for-food' resolution, as it will authorise quar-
terly exports of USD  1 000 million of Iraqi oil to 
enable  that  country  to  meet  the  humanitarian 
needs  of its  population.  Further  to  the  imple-
mentation of the agreement between the United 
Nations  and  Iraq,  the  Council  adopted  a  com-
mon position on derogations from the embargo 
on Iraq and, on the basis of a Commission pro-
posal, a regulation and a decision consolidating 
existing  Community  legislation  on  trade  rela-
tions with Iraq and introducing an authorisation 
to  import Iraqi  oil  into  the  Community and to 
export to that country, under the supervision of 
the United  Nations  Sanctions Committee,  food-
stuffs, medicine and other essential humanitar-
ian supplies. 
For  similar  reasons,  the  Union  has  maintained 
the  same  stance vis-a-vis  Libya  as  regards  full 
implementation of the  United  Nations  Security 
Council  resolutions as a  prerequisite for  lifting 
any  sanctions.  An  EU  ministerial  troika visited 
Libya to pass on and clarify the Union's position 
on terrorism. 
j.  Relations with Africa 
In  addition  to  the  Florence  European  Council's 
recognition  of the  importance  of the  initiative 
concerning the possibility of organising a  Euro-
African  Summit  with  a  view  to  strengthening 
peace  and  democracy  in  Africa,  relations  with 
sub-Saharan  Africa  were  characterised  in  1996 
by the Union's  efforts to contribute to prevent-
ing  conflicts  and  resolving  crises  in  Africa,  in 
particular in the Great Lakes region, and by the 
implementation  of the  agreement  on  the  mid-
term  review  of  the  fourth  Lome  Convention 
(signed  in  Mauritius  in  November  1995),  con-
taining  new  provisions  on  human  rights,  sup-
port  for  the  democratic  process  and  the 
strengthening of the political dialogue. 
In line with the political guidelines laid down by 
the European Council, with particular emphasis 
placed on the role of the OAU  for the future of 
the  African  continent,  the  Union  continued  its 
efforts to reinforce the mechanisms for prevent-
ing conflicts in Africa. Discussions with the OAU 
continued with a view to providing Union assist-
ance  in  that area,  including  through  and  with 
the  resources of the  WEU.  In  a  communication 
entitled  'The  European  Union  and  the  issue of 
conflicts in  Africa:  peace-building,  conflict pre-
vention and beyond', the Commission suggested 
inter  alia  that  the  concept  of  consolidating 
peace  and  preventing  conflicts  be  included  in 
development assistance programmes under the 
Lome Convention. 
In  the context of its  support for  regional  inte-
gration  initiatives,  the  European  Union  contin-
ued to strengthen its cooperation with the Com-
munity countries on the development of south-
ern Africa  (SADC)  begun in  Berlin  in September 
1994.  The  second  EU-SADC  Ministerial  Confer-
ence  held  at  Windhoek  in  mid-October  1996 
made an extremely positive assessment of this 
cooperation  and  established  guidelines  for 
1997  /98; it also provided an opportunity for an 
in-depth political dialogue. 
With  respect  to  the  negotiations  between  the 
Union  and South Africa on a  trade and cooper-
ation agreement and on a qualified accession of 
South Africa to the Lome  Convention, the basic 
negotiating directives of June 1995 were supple-
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directives  regarding  the  trade  aspect  of  the 
agreement. The Union's  offer was  subsequently 
scrutinised by South Africa. 
Also in the framework of political dialogue with 
the OAU and in the context of its support for re-
gional initiatives, the Union renewed the appeal 
it  had  made  at  the  Florence  European  Council 
for  a  conference to be convened on peace,  sta-
bility and development in the Great Lakes region 
under the aegis of the United Nations and of the 
OAU.  The Council appointed Mr Ajello as Special 
Envoy of the Union for the region, with respon-
sibility  in  particular  for  supporting  efforts 
to create the conditions necessary for resolving 
the  crisis,  including  preparation  for  such  a 
conference. 
In  order to evaluate the overall situation, minis-
ters  for  development  held  an  extraordinary 
meeting. A ministerial troika subsequently visit-
ed the region. In  parallel, the Council adopted a 
joint action in support of the democratic transi-
tion process in  Zaire,  consisting, at the outset, 
of a Union electoral unit to monitor and support 
- within  the  United  Nations  framework  -
preparation for the elections scheduled for mid-
1997. The democratic process in Zaire is in fact 
regarded as a key element for the stability of the 
Great Lakes region. 
Faced  with  the  mass of Rwandan  refugees and 
displaced Zairians resulting from the fighting in 
eastern Zaire  (Kivu)  and the humanitarian cata-
strophe that could result, the Council adopted a 
joint action providing for Union participation in 
the relevant United Nations Security Council res-
olutions and  a  decision calling  on the  WEU  to 
look into how it can contribute to optimum use 
of the operational means available to implement 
the joint action in  the Great Lakes  region.  Wel-
coming the return of Rwandan refugees to their 
country, the Council also approved the immedi-
ate commitment of ECU  25 million as emergency 
humanitarian aid  (food,  shelter and protection) 
in  their  favour,  while  taking  note  of  the 
Commission's intention soon to release an addi-
tional  ECU  144  million  for  the  humanitarian 
needs of the region. 
Concerned at the violence in the region, in par-
ticular in eastern Zaire and Burundi, the Dublin 
European Council confirmed the Union's support 
for  the efforts of the African  Heads  of State  to 
seek a  peaceful solution to the conflict,  having 
regard to Zaire's  territorial integrity, and reiter-
ated  that  the  Union  was  willing  to  contribute 
fully,  including by a  request to the WEU  to con-
sider how it might contribute, as a matter of ur-
gency, in accordance with the United Nations Se-
curity Council  resolutions, to setting up a  tem-
porary  multinational  force  for  humanitarian 
purposes. 
Even before the fighting in Zaire developed, the 
Union continued to stress the importance of and 
need for  national reconciliation in  Rwanda and 
for  the  creation  of conditions  favourable  to  a 
swift return of refugees and displaced persons. 
To  those ends, the Union is  participating in the 
United  Nations  Human  Rights  Operation  in 
Rwanda by sending human rights observers and 
supporting approximately 80 % of the total cost 
of the operation. The Union is also providing aid 
of ECU  I. 5  million  to  set up  the  International 
Court on Rwanda,  so that those responsible for 
genocide can be  tried under conditions in  line 
with the rules of law. 
The Union continued throughout the year, in par-
ticular through its Special Envoy in the region, to 
support democratic transition in  Burundi and to 
promote dialogue between the leaders of the dif-
ferent  political  parties.  The  Florence  European 
Council  called  on all  parties  to  cooperate with 
the former President of Tanzania, Mr  Nyerere, in 
his attempts to  find  a  peaceful  path towards a 
peace acceptable to all. As  for the Council, after 
welcoming the resolution on Burundi adopted by 
the  OAU  Summit  in  Yaounde,  it  reaffirmed  the 
Union's desire to lend its support in attaining the 
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restoring  peace  and  security  to  Burundi.  The 
Union expressed its concern at the coup d'etat in 
Burundi and asserted its support for the region-
al  initiative  to  promote  the  establishment of a 
transition programme for Burundi. 
The  Union  endorsed  the  efforts  for  peace  and 
the democratic process by renewed support for 
the  dialogue  initiated  in  Mozambique  with  a 
view  to  ensuring  that  the  democratisation 
process would continue in a peaceful climate, by 
welcoming  Sierra  Leone's  return  to  democracy 
following the presidential elections in  February 
and the parliamentary elections in March;  by re-
peatedly  calling  for  respect  for  human  rights 
and for  a  return to democratic  rule  in  Nigeria, 
whose situation was monitored in close cooper-
ation with  the United  States and the Common-
wealth; by constant monitoring of the situation 
in  Liberia,  with  renewed support for  the Ahuja 
Agreement  concluded  in  August  1995,  and  by 
condemning the  coup d'etat in  Niger,  accompa-
nied by a six-month suspension of the aid grant-
ed to that country,  resumption of which would 
depend  on  progress  made  towards  restoring 
democracy. 
K.  Relations with Asia 
Significant progress was made in 1996 in imple-
menting the European Union's new Asia strategy 
defined at the Essen European Council and am-
plified at the Madrid European Council. In  paral-
lel with the first Asia-Europe Summit, numerous 
bilateral agreements with the countries of Asia 
were negotiated or concluded, while a new strat-
egy towards ASEAN  and India was  proposed by 
the Commission.  It  was  in  this general context 
that  the  Union  decided  on  its  participation  in 
the  Korean  Peninsula  Energy  Development  Or-
ganisation (KEDO),  continued to expand its rela-
tions with Japan - on the basis of the strategy 
defined  in  1995  - and  began  negotiating  a 
framework agreement with Australia. 
The first Asia-Europe Summit (ASEM) brought to-
gether the Heads of State or Government and the 
ministers for  foreign  Affairs  of 10 Asian  coun-
tries (the seven members of ASEAN,  China, Japan 
and  the  Republic  of  Korea)  and  15  Member 
States of the Union, together with the President 
of the Commission. Confirming the will  of both 
parties  to  develop  further  the  partnership  be-
tween  two  major  world  regions,  that  meeting 
laid the bases for an enhanced political and eco-
nomic  dialogue  and  opened  up  new  prospects 
for  cooperation in  a  wide  range  of fields,  with 
the elaboration of a  work programme covering 
every  aspect  of  the  dialogue  initiated  in  the 
ASEM  framework, and fixing  there and then the 
venue  and  timetable  for  forthcoming  ASEM 
summits. 
Welcoming  that  first  Asia-Europe  Summit,  the 
Florence European Council instructed the Coun-
cil  to give  substance to  the political,  economic 
and commercial cooperation thus begun. To  that 
end,  several follow-up  meetings were  held and 
numerous implementation measures were start-
ed in the economic, cultural, environmental and 
technological fields. At  political level and for or-
ganisational  purposes,  several  meetings  of 
'ASEM  coordinators'  (Presidency  and  Commis-
sion for the Union, japan and Singapore for the 
Asian party) were held in the meantime. 
In  parallel,  the  biannual  EU-ASEAN  meeting of 
senior  officials  (ASEAN-SOM)  charged  with 
preparing for  the  meeting of the  ministers for 
foreign affairs of the Union and of ASEAN  sched-
uled  for  1997 was  held  in  Dublin.  Beforehand, 
the Union was represented by the Presidency-in-
Office of the Council at the ASEAN  Regional  Fo-
rum  (ARF)  and  ASEAN  post-ministerial  confer-
ences (PMCs),  in order to make its contribution 
to the dialogue on political and security cooper-
ation  problems in  the Asia-Pacific  zone.  In  the 
Council's  bodies,  the  discussion  continued  on 
the conclusions of the report from the Eminent 
Persons  Group  (EPG)  and  on  the  Commission 
communication  entitled  'On  a  new  dynamic  in 
relations  between  the  European  Union  and 
ASEAN',  which  recommends  strengthening  the 
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processes, in particular by developing the polit-
ical dialogue and encouraging the integration of 
the  ASEAN  countries  into  the  multilateral 
system. 
As  regards bilateral relations with the countries 
of Asia,  notably on the institutionalised political 
dialogue,  the  Union  and the  Republic  of Korea 
adopted,  on  the  occasion  of  the  signing  of a 
framework  trade and cooperation agreement,  a 
joint declaration on the political dialogue. 
On  the  basis  of a  Commission  communication 
calling  for  an enhanced partnership with  India 
in the framework of the Union's new Asia strat-
egy,  the  Council  adopted  conclusions  directed 
inter alia towards taking into account the grow-
ing  importance of India as a  political and eco-
nomic player and advocating in particular an en-
hanced and more regular political dialogue. 
The  fifth  annual EU-Japan  Summit was  held  in 
Tokyo  in  September  1996.  The  meeting,  which 
represented  an  important  step  forward  in  the 
implementation  of  the  1991  joint  declaration, 
provided a valuable opportunity for a wide-rang-
ing exchange of views on bilateral trade and eco-
nomic  issues as well  as on important regional, 
international  and  global  topics  (Asia,  Middle 
East,  Russia,  and former Yugoslavia).  The  sum-
mit participants expressed satisfaction with the 
development  of  the  bilateral  relationship  and 
reiterated  their  intention  to  continue  to  work 
towards ever more harmonious relations in  the 
future, based on dialogue and cooperation. 
As  regards China, a ministerial meeting between 
the troika and the Chinese Minister for  Foreign 
Affairs,  Mr  Qian Qichen, was held alongside the 
United Nations General Assembly. The Union has 
made known on several occasions to the Chinese 
authorities its concern regarding human rights, 
notably  through  declarations and on the  occa-
sion of a  visit to  Beijing.  Regarding  the  transi-
tion  process  in  Hong  Kong  and  Macau,  the 
Dublin  European  Council  repeated  its  support 
for  Hong  Kong's  special status as a  special ad-
ministrative  region  (SAR)  and  expressed  the 
hope that the basic principles of the 198  7 Sino-
Portuguese joint declaration would continue  to 
be respected after the date of change of admin-
istration in 1999. 
Both  at  international  level  and  in  a  bilateral 
framework,  the  Union  has continued its support 
for the efforts under way towards opening up and 
democratisation. With regard to Burma, the Coun-
cil  thus established a common position in which, 
in addition to confirming the embargo on arms to 
that country,  it suspended all  government visits 
and prohibited access to the territory of the Mem-
ber States of officials of the State Law  and Order 
Restoration Council (SLORC),  or of the armed and 
security forces.  This  followed  the  failure  of the 
Burmese  authorities  to  make  any  significant  re-
sponse to the strong representations made by the 
European Union on the situation in Burma during 
the two  meetings the Presidency-in-Office of the 
Council held with the Foreign Minister of Burma. 
The European Commission also began an inves-
tigation of forced  labour practices in  Burma  in 
the  context  of  the  possible  withdrawal  of  the 
GSP  trade benefits for Burma. 
The Council also established a common position 
on  East  Timor  in  which  it  endorses  the  initia-
tives  taken  in  the  United  Nations  framework 
with a view to an equitable solution to the ques-
tion and calls upon the Indonesian Government 
to  adopt measures  leading  to  a  significant im-
provement  in  the  human  rights  situation.  The 
Dublin European Council reaffirmed its support 
for  all  efforts  which  can  contribute  to  a  fair, 
comprehensive  and  internationally  acceptable 
solution to the issue. 
As  regards developments in  the armed conflict 
in Afghanistan,  the Council adopted a  decision 
defining  a  common  position  on  the  establish-
ment  of an  embargo  on  arms,  munitions  and 
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The cooperation agreement between the Commu-
nity and Vietnam, which is based in particular on 
respect for human rights and democracy, entered 
into  force.  Agreements  with  similar  objectives 
were negotiated with Laos and Cambodia. 
L.  Relations with Latin America 
On  the  basis  of the  conclusions of the  Madrid 
European Council on the 'general guidelines for 
cooperation between the Community and  Latin 
America  (1996-2000)',  directed  towards 
strengthening  the  partnership  between  these 
two  regions  of  the  world,  the  Union  endeav-
oured to attain that objective by focusing its po-
litical action on three elements, namely institu-
tional  support and  consolidation  of the  demo-
cratic  process,  the  fight  against  poverty  and 
social  exclusion  and  support  for  economic 
reforms. 
To  the above ends, and within the framework of 
its  institutionalised  dialogue  with  all  regional 
groupings,  the Union  continued its cooperation 
with  the  member  countries  of  the  San  Jose 
Group (12th Ministerial Conference in Florence), 
the  Rio  Group  (sixth  Ministerial  Conference  in 
Cochabamba, Bolivia)  and with the countries of 
Mercosur  (first  annual  ministerial  meeting  in 
Luxembourg)  and  of  the  Andean  Community 
(Rome). The conclusions of those meetings testi-
fied to the common will  to strengthen the exist-
ing cooperation and political  dialogue  between 
the parties. 
On  the bilateral level,  the  Union  continued, on 
the one hand, to strengthen its links with certain 
countries (Mexico  and Chile)  and, on the other, 
to express in  substantive terms the importance 
it  attaches  to  respect  for  human  rights  and 
democracy in each country in the region. 
A  new  framework  cooperation  agreement  was 
signed with Chile - in preparation for a political 
and economic association - accompanied by a 
declaration on the political dialogue. The Coun-
cil  adopted  negotiating  directives  authorising 
the Commission  to  negotiate a  new framework 
agreement  with  Mexico  to  replace  the  1991 
agreement and to govern all relations - includ-
ing the political dialogue - between the Union 
and that country. 
On  several  occasions,  the  Union  welcomed  the 
progress made towards democratisation in  sev-
eral countries in the region. At  the same time it 
condemned  any  attack  on  the  democratic 
process, in particular the attempt to change by 
force the constitutional order of Paraguay, which 
is a member country of Mercosur. 
As  regards Cuba,  the Union  established the ex-
ploratory  contacts  called  for  by  the  Madrid 
European Council  with a  view to strengthening 
the  process of reforms  through  resumption of 
the dialogue. However, the actions of the Cuban 
authorities  - in  particular  the  destruction  of 
civilian aircraft and the arrest of members of the 
Concilio Cubano in February - led the Florence 
European Council to regret that political circum-
stances in  Cuba  had  not allowed  bilateral  rela-
tions to  progress and to express the hope that 
political  developments  in  that  country  would 
create  the  conditions  necessary  for  such 
progress  to  be  made.  The  Council  defined  a 
common  position  adopting  the  Union's  objec-
. tives in  its relations with Cuba and the manner 
in  which it would seek to encourage the transi-
tion  to  democratic  pluralism  and  respect  for 
human rights and democratic freedoms in order 
to 'facilitate peaceful change'. 
M.  Development cooperation 
In  1996  a  large  proportion of activities  in  the 
field  of development cooperation related to the 
creation of legal bases to allow the implementa-
tion  of appropriations  earmarked  for  develop-
ment in the Community budget. The Council ac-
cordingly adopted certain regulations during the 
year, and also adopted a number of common po-
sitions with a  view to the subsequent adoption 
of regulations. 
As  regards  regulations,  the Council  adopted in 
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management and  specific  measures  to  support 
food  security, directed at creating a  legal  basis 
for the implementation of the Community bud-
get in  the field of food aid and food  security; a 
regulation on humanitarian aid to allow the im-
plementation  of  the  budget  to  be  devoted  to 
such aid;  a  regulation on rehabilitation and re-
construction operations in developing countries, 
laying  down  detailed  procedures and  rules  for 
the management of aid financed from the Com-
munity  budget;  and  a  regulation  on  develop-
ment  cooperation  in  South Africa,  directed  to-
wards creating a  legal  basis in  budget heading 
B7-3  2 0 0  relating to the European programme 
for  reconstruction  and  development  in  South 
Africa.  The  financial  reference  amount for  im-
plementing that  regulation  is  ECU  500  million 
for  the period 1 January 1996 to  31  December 
1999. 
As  regards  common  positions,  the  Council 
adopted:  a  common  position  with  a  view  to 
adopting a  regulation on operations to aid up-
rooted  people in  Asian  and Latin  American de-
veloping  countries;  a  common  position  with  a 
view to adopting a  regulation on environmental 
measures in developing countries in the context 
of sustainable development; a common position 
with  a  view  to  adopting  a  regulation  on 
HIV I AIDS-related operations in developing coun-
tries; a  common position with a  view to adopt-
ing a  regulation on north-south cooperation in 
the campaign against drugs and drug addiction; 
and a common position with a view to adopting 
a  regulation on aid for  population policies and 
programmes in the developing countries. 
As  to non-legislative acts, the Council adopted, 
in the context of implementing the Council dec-
laration of 15  November  1992  on development 
cooperation in  the  run-up to  2000,  resolutions 
and  conclusions  on  operational  coordination 
and human and social development and the de-
velopment policy of the European Union. 
In  addition to the above texts relating to action 
regarding the run-up to 2000, the Council adopt-
ed  a  resolution  on  the  environmental  impact 
assessment  of  development  projects  and  pro-
grammes, and conclusions: on linking relief, re-
habilitation and development;  on decentralised 
cooperation; on migration and development; on 
the implementation of the counterpart funds of 
Community support for structural adjustment in 
the ACP  countries; on equality of the sexes and 
crisis prevention, emergency operations and re-
habilitation; and on the evaluation of humanitar-
ian aid. 
In  the context of United  Nations  activities,  the 
ninth Unctad  Conference  was  one of the  high-
lights of 1996. The theme of the conference was 
the promotion of growth and sustainable devel-
opment  in  an  international  economy  in  the 
process of globalisation and liberalisation.  The 
objective of the conference was to continue Unc-
tad's process of reforms, as already initiated at 
the previous conference, held in Cartagena four 
years  previously.  The  aim  was  to  redefine  its 
priorities and redirect its operation in order to 
increase its effectiveness and thus enable it  to 
fulfil  its  role  of assisting the developing coun-
tries to be more closely integrated into a world 
economy undergoing profound changes. 
The European Union played a major role both in 
the  preparatory work and at the conference it-
self.  As  the leading world  donor,  the European 
Union has always placed development problems 
amongst its priority objectives, carrying out op-
erations concerning all  regions and targeted in 
particular  on  the  least-developed  countries. 
While  remaining attached to  Unctad,  but advo-
cating far-reaching  reforms to establish the au-
thority of that organisation as  a  forum  for  de-
velopment partnership, the European Union was 
able,  through  balanced  positions,  to  take  into 
account the concerns of both the developed and 
developing countries. 
The  European  Union's  position  in  many  in-
stances acted as a  catalyst for  reaching,  in  the 
context of intensive negotiations both in Geneva 
and  on  the  spot  in  Midrand,  compromise  sol-
utions  acceptable  to  all  participants.  The 
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conference  as  corresponding  broadly  to  the 
main objectives it had set itself,  since the con-
ference  adopted Unctad's  approach to  develop-
ment  by  setting  the  following  chief  priorities: 
importance  of  trade  for  developing  countries; 
proper economic and social  development (mar-
ket  economy,  competition,  etc.);  and  boosting 
private  enterprise.  The  conference  also  con-
firmed that the problems of the least-developed 
countries  remained  central  to  Unctad's  remit. 
The conference also recognised that, in carrying 
out its tasks, Unctad could not work in isolation, 
but should act in  close  cooperation with other 
organisations, notably the WTO,  the Internation-
al  Trade  Centre  and  international  development 
institutions. Another positive result is the possi-
bility  provided  for  of improving  the  participa-
tion  of the private  sector,  the academic world, 
NGOs  and  other non-governmental  partners  in 
Unctad's activities. 
The  redefinition  of  Unctad's  action  priorities 
was also accompanied by a  far-reaching reform 
of its operational structure by reorganising the 
role of the governing body by a considerable re-
duction in the number of subsidiary bodies and 
by giving  those  subsidiary bodies  the  right  to 
convene  meetings of experts involving special-
ists from the private sector. 
On 20 june the Council adopted a regulation lay-
ing down the scheme of generalised preferences 
for  agricultural  products  to  apply from  1  july 
1996  to  30  june  1999,  containing  transitional 
arrangements which will apply from 1 july 1996 
until 31  December 1996, which are simply an ex-
tension of the  existing arrangements. The  new 
scheme proper will  apply from  1 january 1997 
until  30  june 1999,  giving economic  operators 
time to adjust. 
Like  the  scheme  for  industrial  products,  the 
agricultural scheme adopted is designed: to sim-
plify  the  arrangements,  by  means  of a  mech-
anism for  modulating preferential duties which 
comprises  four  degrees  of tariff  reduction;  to 
refocus  the  scheme  on  those  countries  in 
the  greatest  need,  by  means  of  a  graduation 
mechanism by major production sector proceed-
ing on a gradual basis;  to be neutral in  impact, 
compared with the existing scheme; and to pro-
vide  incentives for the beneficiary countries to 
introduce more forward-looking social and envi-
ronmental policies by means of additional bene-
fits going beyond neutrality. 
The  scheme  provides  for  specially  favourable 
arrangements for  the  least-developed countries 
and for Andean and Central American countries 
within the framework of the fight against drugs. 
Although the range of products covered by the 
regulation has been extended considerably, im-
ports  of sensitive  products  may  be  subject  to 
safeguard measures in  the event of difficulties 
for Community producers. 
The  Council  authorised the Commission  to  ne-
gotiate an agreement between the  EC  and each 
of the EFTA  countries which have granted pref-
erences (Norway and Switzerland/Liechtenstein), 
providing for  goods  originating  in  GSP  benefi-
ciary  countries  which  incorporate  components 
originating  in  Norway  or in  Switzerland/Liech-
tenstein to be  treated,  on importation into the 
customs  territory of the  Community,  as  goods 
incorporating  an  element  originating  in  the 
Community. 
The European Community signed an agreement 
in  the form  of an exchange  of letters between . 
the European Community and Malta concerning 
authorisation  to  issue  certificates  for  certain 
petroleum products transiting through the terri-
tory of Malta  to replace the Form A certifica,tes 
delivered by some Middle East countries benefit-
ing from  the generalised system of preferences 
granted by the Community. 
In  1996, as in the past, the European Union con-
tinued to cooperate actively with its partners in 
the  context  of international  commodity agree-
ments and maintained its position as one of the 
principal players and as a  major partner of the 
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The Council and the representatives of the gov-
ernments of the  Member  States  meeting within 
the Council decided to sign and provisionally ap-
ply the 1994 International Tropical Timber Agree-
ment  (ITTA).  The  agreement  was  signed  sim-
ultaneously by the Community and a  large  ma-
jority of the Member States. The notification of 
provisional  application  by the Community was 
accompanied by a declaration emphasising inter 
alia  that any  financial  contribution  other than 
the  contribution  to  the  administrative  budget 
was entirely voluntary. 
The Council and the representatives of the gov-
ernments of the  Member  States meeting within 
the Council decided on the provisional applica-
tion  of  the  1995  International  Natural  Rubber 
Agreement. 
A  second  extension  of  the  1989  International 
Agreement on Jute and jute Products, for a two-
year period up to April  2000, was decided upon 
by the Council of the International Jute Organ-
isation. 
(i)  Relations with the ACP  States 
It is recalled that, following the mid-term review 
of  the  Lome  Convention  and  the  Mauritius 
Agreement amending the convention, signed in 
1995, a number of provisions of the revised con-
vention entered  into  force  on  1 january  1996, 
together with the protocol of accession of Aus-
tria, Finland and Sweden to the convention. The 
revised  convention  and  the  abovementioned 
protocol  will  enter  into  force  as  soon  as  the 
process  of ratification by all  Member  States of 
the  Union  and  by  a  sufficient  number  of ACP 
States is completed.--
The joint bodies of the convention, in particular 
the ACP-EC  Council of Ministers and the ACP-EC 
Joint Assembly,  met to  review the latest devel-
opments affecting ACP-EC  relatiorts,  to discuss 
the situation in  a  number of ACP  States and to 
take  stock of the  negotiations  between the  EU 
and the  Republic  of South Africa  on a  bilateral 
agreement and on the  protocol of accession of 
South Africa to the convention. 
On  the basis of a Green Paper presented by the 
Commission in  November,  the Council  engaged 
in a general reflection on the future relations of 
the Community with the ACP countries at the ex-
piry of the present convention in February 2000. 
The  situation  prevailing  in  a  number  of  ACP 
countries has led the Council to adopt a position 
and take certain initiatives intended to  encour-
age  the  restoration  of civil  peace  and  national 
reconciliation, encourage the prevention of con-
flict  and political  stability, and promote demo-
cratic values, human rights and the rule of law 
in  the  countries  in  question.  The  situations in 
Niger,  Nigeria and in the Great Lakes  area have 
received the Council's particular attention. 
In  the context of preparation for  the 21st ordi-
nary  meeting  of the  ACP-EC  Council  of Minis-
ters, the Council finalised a draft decision of the 
ACP-EC  Council  of  Ministers  enabling  Stabex 
transfers to be made for the 1995 year of appli-
cation. 
The Council adopted a decision enabling Stabex 
transfers to  be  made to the ACP  States for  the 
1995 year of application in the form of advances 
on  eighth  EDF  funds  that  would  be  available 
only  when  the  Mauritius  Agreement  amending 
the fourth Lome  Convention, and therefore the 
second financial protocol to the convention, had 
been ratified. 
In  the context of preparation for the entry into 
force  of the agreement  signed  in  Mauritius  on 
4  November  1995  revising  the  fourth  ACP-EC 
Convention of Lome,  the Council adopted deci-
sions  on  the  conclusion  of  the  agreement 
amending  the  fourth  ACP-EC  Convention  of 
Lome,  the  conclusion  of  the  protocol  to  the 
fourth ACP-EC  Convention of Lome,  also signed 
in Mauritius on 4  November, consequent on the 
accession of the Republic of Austria, the Repub-
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European Union,  and the rules of procedure of 
the  Committee  of  the  European  Development 
Fund, and it agreed to start proceedings in janu-
ary 1997 on the finalisation of the financial reg-
ulation applicable to cooperation for the financ-
ing of development under the  eighth European 
Development Fund. The financial  regulation ap-
plicable to the EDF must in fact be adopted if ac-
count is  to be taken of the changes made at the 
time of the  mid-term review of the convention 
and of the changes agreed upon when the inter-
nal financial agreement applicable to the eighth 
EDF  was finalised. 
The Council also adopted measures in the field 
of  ACP-EC  trade  cooperation  and  on  ACP-EC 
financial and technical cooperation. 
(ii)  Relations with the OCTs 
On 29 january 1996 the Council adopted a deci-
sion on transitional measures to be applied from 
1 March  1995  in the context of the association 
of  the  overseas  countries  and  territories  with 
the European Community, established by the de-
cision of 2 5 july 1991 for an overall period of 10 
years, to ensure the continuity, beyond 1 March 
1995, of contributions from the seventh EDF,  in 
the context of Sysmin and Stabex, for the OCTs, 
pending the implementation of financing for the 
second  five-year  period  covered  by  the  above 
OCTs  decision. 
The  Council  continued  its  examination  of  the 
Commission proposal for a  Council decision on 
the mid-term review of the decision on the asso-
ciation  of  the  Community  with  the  overseas 
countries  and  territories,  in  particular  as  re-
gards the new trade regime to be introduced by 
means of the revised decision. 
N.  Trade policy 
The consolidation and strengthening of the multi-
lateral trading system represented by the World 
Trade Organisation (WTO) is one of the European 
Union's  priorities  in  the  field  of external  eco-
nomic relations. 
During 1996, the European Union not only took 
an active part in the administration of the WTO's 
ordinary activities but also concentrated its ef-
forts  in  two  main  directions  determined  by 
deadlines set by the WTO.  On  the one hand,  it 
defined  its  objectives  with  a  view  to  the  first 
WTO  Ministerial  Conference,  held in  Singapore, 
and worked to ensure its success. On  the other 
hand, it carried on intensive negotiations within 
the WTO  to try to advance the negotiations not 
concluded in  Marrakesh  on basic telecommuni-
cations services and shipping. Major discussions 
were also  held within the Council  of the  Euro-
pean Union  on other commitments linked with 
the  WTO,  such as  the  negotiation of an agree-
ment on information technologies, negotiations 
under Article XXIV(6)  of the 1994 GATT  and the 
second phase of integration of textiles under the 
1994 GATT. 
The Ministerial Conference in Singapore was the 
major political event of 1996 for  the WTO.  For 
,  the first time since the WTO  came into being on 
1 january 1995, the trade ministers had the op-
portunity to review as a body progress in imple-
menting the  commitments  made  at Marrakesh, 
identify any  problems encountered and  decide 
whether  new  impetus  should  be  given  to  the 
WTO's  future work. 
The  European Union  was  determined to  play a 
leading role in this entire process, with the aim 
of  achieving  a  satisfactory  and  balanced  out-
come in accordance with the general guidelines 
arrived at by the European Council in Florence. 
To  that  end,  the  European  Council  invited  the 
Council as quickly as possible to define negoti-
ating directives for the Commission with a view 
to  the conference  both  in  connection with  the 
uncompleted  negotiations  and  on  new  topics. 
The Council had already begun that preparation 
and, on the basis inter alia of Commission com-
munications on market access, trade and the en-
vironment, investment and the social dimension 
of international trade, held detailed discussions. 
All  those discussions resulted in detailed guide-
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and which it confirmed by adopting specific ne-
gotiating directives for the Commission to nego-
tiate  an  international  information  technology 
agreement (ITA). Those guidelines, which centred 
roum;l  the  major conference topics (points con-
cerning implementation of the Marrakesh agree-
ments, points relating to the built-in agenda and 
points concerning whether or not to include new 
subjects in  the WTO's  future  activities),  identi-
fied  the  European  Union's  objectives  for  each 
major subject category. 
At  the  Singapore  Conference  intensive  negotia-
tions were held to overcome difficulties regard-
ing all the points still unresolved in the prepara-
tory process. The Council held several meetings 
on the spot, with the assistance of the full mem-
bers  of the  Article  113  Committee,  to  coincide 
with the final phase of the negotiations.  In  that 
connection, it gave further guidance to the nego-
tiations with a  view  to adjusting the guidelines 
defined by the Council on 29  October 1996 in a 
spirit of dialogue, flexibility and compromise for 
a successful outcome to the conference. 
On  the last day of the conference, 13  December 
1996, the Council examined the final text of the 
draft WTO  ministerial declaration resulting from 
the  negotiating  process.  It  considered  the  re-
sults satisfactory and accordingly decided to ap-
prove the text and authorise the Commission to 
indicate to the WTO  acceptance of the declara-
tion on behalf of the European Community and 
of its Member States. 
In  the context of its overall discussions on the 
WTO  ministerial  declaration,  the  Council  also 
authorised  the  Commission  to  accept,  on  the 
Community's behalf, a ministerial declaration on 
trade in information technology products, while 
noting the arrangements that would be required 
for  the implementation of the  results achieved 
in Singapore. 
The Council considered that both the Singapore 
ministerial  declaration  and  the  declaration  on 
information technology made significant contri-
butions to the consolidation and strengthening 
of the multilateral trading system. 
The  Dublin  European  Council  welcomed  all 
those results. They have in fact given new impe-
tus to  the liberalisation of world trade, defined 
with clarity the WTO's  programme of work in its 
traditional  fields  of  activity  while  complying 
fully with the timetable laid down in Marrakesh, 
extended that programme of work to cover mat-
ters to which the European Union gave  priority 
amongst  new  topics,  such  as  investment  and 
competition,  and  have  broached  in  a  balanced 
manner  the  sensitive  question  of fundamental 
social standards. 
The  European Union  is  determined to  make  an 
active contribution to the implementation of the 
WTO  programme  of  work,  particularly  in  the 
short term on the actions to  be  undertaken to 
help  the  least-advanced  countries  integrate 
more easily into the multilateral trading system. 
It  will  display  the  same  determination  in  due 
course when  the  next  WTO  Ministerial  Confer-
ence has to be prepared. 
The  second  priority  on  the  WTO  agenda  con-
cerned  the  negotiations  in  the  fields  of basic 
telecommunications  services  and  shipping.  It 
will be recalled that it had not been possible to 
conclude  those  negotiations  in  Marrakesh  and 
that it  had been decided to adjourn them until 
30  April  and  30  June  1996  respectively.  The 
European Union attached particular importance, 
from both the political and economic points of 
view,  to the successful conclusion of the negoti-
ations  in  two  sectors  which  had  a  multiplier 
effect on international trade. 
As  regards basic telecommunications, the Euro-
pean  Union  took  the  initiative  of  making  its 
partners  a  substantial  offer  covering  all  basic 
telecommunications  services.  The  European 
Union's objectives, as defined by the Council on 
the basis of Commission proposals,  included a 
multilateral agreement resulting in a substantial 
liberalisation  of  trade  combined  with  full •  Progress achieved by the European  Union  1996 • 
compliance  with  the  WTO  clauses  on  most-
favoured-nation status (MFN)  and national treat-
ment. Such an agreement should cover both ac-
cess  to  internal  markets and  international  and 
satellite services. At  the last moment, in  the fi-
nal  phase of the negotiations, the United States 
introduced  new  elements  that  both  the  Union 
and other participants considered unacceptable 
and that failed to give  decisive momentum to a 
balanced  package  that  looked  likely  to  be 
accepted. 
To  preserve  the  possibility of the  negotiations 
being successful, the Council agreed that within 
the WTO  the Union's negotiators should accept a 
decision  continuing  the  negotiations  until 
15  February 1997 at the latest. Maximum advan-
tage would have to be taken of that extension if 
the common objective of a  general  multilateral 
agreement  covering  all  basic  telecommunica-
tions services and fully compatible with the MFN 
clause were to be achieved. 
The negotiations that went on in Geneva during 
the remainder of 1996 produced some progress 
but further major efforts were required if a bal-
anced result was to be achieved. The Singapore 
Conference  forcefully  confirmed  the  need  to 
conclude  the  negotiations  by  the  deadline  of 
15  February 1997. 
As  regards shipping, throughout the first half of 
1996 the European Union worked to promote its 
negotiating  objectives,  namely  to  obtain  sub-
stantial liberalisation commitments on a totally 
MFN  basis from a critical mass of participants in 
the three main areas of this sector (international 
shipping,  auxiliary  services  and access  to  port 
services). It turned out, however, that those ob-
jectives could  not be  achieved within  the  time 
allowed  because  of the  United  States'  negative 
position  and  the  absence  of  adequate  offers 
from  other  countries.  Various  alternative  op-
tions were considered but finally it was conclud-
ed  that  the  best  option  was  to  define  the 
arrangements and conditions for suspending the 
. negotiations and resuming them at a later stage. 
The  Council  authorised the Commission to  ap-
prove,  on behalf of the  Community and  of its 
Member  States,  the  draft  decision  of the  WTO 
Council  for  Trade  in  Services  determining  the 
arrangements  for  that  suspension  and  subse-
quent resumption in the year 2000 (to coincide 
with the beginning of the future global negotia-
tions  on services)  of the  negotiations on  ship-
ping services. 
The  European  Union  also  actively  contributed, 
throughout 1996,  to  the  many meetings of the 
various  WTO  bodies  responsible,  in  particular, 
for  monitoring the implementation of the com-
mitments entered into in Marrakesh on the basis 
of the various members' notifications in accord-
ance with the WTO's  requirements. The prepara-
tion  of the  European  Union's  notifications and 
the  Union's  comparative  scrutiny  of non-mem-
ber countries' notifications have required partic-
ularly close collaboration between the Commis-
sion and the Member States, for example in the 
field of intellectual property. 
The European Union  has also continued to give 
special attention to the WTO  dispute settlement 
system because of its importance to the smooth 
operation of the organisation. It had recourse to 
the system itself when in the autumn of 1996 it 
brought  before  the  WTO  its  dispute  with  the 
United  States  over  the  adverse  effects  on  the 
Union's  interests  of  the  Helms-Burton  Law  on 
Cuba.  In  that  connection,  the  European  Union 
secured a  decision by the  WTO  Dispute  Settle-
ment Body,  on 20  November  1996, to set up a 
special working party to examine the European 
Union's complaint. 
The Council gave the Commission a formal man-
date  to  negotiate  an  information  technology 
agreement  (ITA)  between  the  Community  and 
third countries, with a view to eliminating cus-
toms duties on information technology products 
on a  multilateral basis. The concept of such an 
. agreement originally arose in the context of the 
EU-US  New  Transatlantic  Agenda.  Negotiations 
between  the  Community  and  the  US  were •  Progress achieved by the European Union  1996 • 
launched in  the run-up  to  the  WTO  Ministerial 
Conference in Singapore and, in the margins of 
the conference,  were  broadened  to  bring in  as 
many other WTO  members as  possible,  with a 
view to obtaining the widest possible geograph-
ical  coverage.  The  result  of these  negotiations 
was  a  ministerial declaration on trade in  infor-
mation  technology  products  signed  by  a  large 
number of WTO  member countries representing 
a  major  proportion  of  world  trade  in  these 
products. 
As  regards the negotiations conducted with non-
member countries under Article  XXIV(6)  of the 
1994  GATT  consequent  upon  the  accession  of 
Austria,  Finland  and  Sweden  to  the  European 
Union,  those  with Argentina could  not be  con-
cluded  within  a  period  which  would  have  en-
abled the Council to approve the outcome of the 
negotiations in the context of the global agree-
ments approved in December 199 5.  The Council 
adopted a decision on the conclusion of the re-
sults  of  the  negotiations  with  Argentina  on 
16 September 1996. 
The  WTO  Agreement  on  Textiles  and  Clothing 
(ATC)  imposes  on  its  members  the  obligation 
progressively to  liberalise  trade in  textiles and 
clothing in four phases over 10 years. The sec-
ond phase of this process of integrating textile 
products  into  the  1994  GATT  provides for  the 
liberalisation  from  1  january  1998  of not  less 
than 17 % of every WTO  member's total imports 
in  1990.  Accordingly,  the  Council  adopted  the 
Community's position for  this second phase of 
the process of integrating textiles and clothing 
into the 1994 GATT by adopting measures which 
enabled the Community to submit an appropri-
ate offer on 1 january 1997 in  accordance with 
the ATC.  That offer covered 17.99% of the Com-
munity's total imports in 1990 and included cer-
tain  categories  of  sensitive  textile  products 
imports of which  were  restricted  by means  of 
quotas. 
Apart from activities in the context of the WTO, 
there were  discussions leading to the adoption 
of  measures  to  improve  trade  policy  instru-
ments and trade  measures in  the  fields  of tex-
tiles and iron and steel products covered by the 
EC  and ECSC  Treaties. 
With  regard to anti-dumping measures, in  1996 
the  Commission  published  3 5  notices  announ-
cing the initiation of proceedings,  10  of which 
related  to  new  proceedings,  9  to  interim  re-
views,  11  to reviews of measures nearing expiry, 
3 to circumventions and 2 to reviews relating to 
new exporters. It also imposed provisional anti-
dumping duties in 9 cases, terminated 10 inves-
tigations without taking any measures, refunded 
duties in 1 case and accepted undertakings in 2 
others.  The  Council  imposed  definitive  anti-
dumping  duties  in  15  cases  and  extended  the 
suspension of measures in 2 cases. 
With  regard to anti-subsidy measures, the Com-
mission initiated a new proceeding in respect of 
salmon imports from  Norway,  and proceedings 
for the review of measures concerning ball bear-
ings  from  Thailand  and  imports  of  polyester 
fibres and polyester yarn from Turkey. 
0.  Relations with the OECD 
The relevant Council bodies continued their task 
of coordination  aimed  at  actively  participating 
and achieving progress in the OECD  negotiations 
in order to bring about the conclusion of a multi-
lateral  agreement  on  investment  by  the  OECD 
ministerial meeting in 1998 at the latest. In  that 
context, they pursued the objectives laid down 
in  the guidelines which the Council adopted in 
November 1995. 
The Council and the representatives of the gov-
ernments of the  Member States meeting within 
the Council also adopted arrangements for their 
participation  in  those  negotiations.  In  those 
arrangements,  they  undertook  to  cooperate 
closely during the negotiations and, in principle, 
to determine common positions to be defended 
jointly and in a  concerted way by the Commis-
sion and the Member States. •  Progress achieved by the European Union  1996 • 
P.  Financial aid for non-member 
countries 
In  1996  the  Council  held  wide-ranging  discus-
sions on the conditions and the volume of the 
European  Investment  Bank's  activities  in  non-
member countries. The  Council  reached  agree-
ment  on  the  guidelines  to  be  followed  in  the 
granting of the Community budget guarantee for 
EIB  loans  to  non-member  countries.  The  new 
system  is  based  inter alia on  risk-sharing  be-
tween the Community budget and the  EIB.  The 
EIB  is  accordingly  invited  to  obtain  adequate 
cover  for  the  commercial  risks  involved  in  re-
spect of a major proportion of its loans, with the 
Community budget covering only political risks. 
In  addition,  the  Council  decided  to  grant  a 
Community  guarantee  for  EIB  loans  to  Latin 
America and Asia  in  1996 worth ECU  275  mil-
lion. 
As  regards  macrofinancial  aid  operations,  the 
Council decided to grant Moldova an additional 
loan of up to ECU  15  million for a maximum of 
10  years,  with  the aim of supporting the bal-
ance  of payments,  consolidating  the  reserves 
situation and encouraging the necessary struc-
tural  reforms  that  had  already  been  partially 
initiated. It  also decided to repeal a  1994 deci-
sion granting a  loan of up to  ECU  130 million 
to  the Slovak Republic  in  view of the absence 
of an economic policy agreed on between the 
Community  and  the  Slovak  Republic  and  the 
clear  improvement  in  the  Slovak  Republic's 
balance  of  payments  and  foreign  exchange 
reserves. Annual report on progress achieved 
by the European Union 
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I.  ENLARGEMENT  OF  THE  EUROPEAN  UNION 
1.  The  Luxembourg  European  Council  con-
firmed that as a prerequisite for enlargement of 
the Union, the operation of the institutions must 
be  strengthened and improved in  keeping with 
the  institutional  provisions  of  the  Amsterdam 
Treaty. 
A.  European conference 
2.  A European  conference will  bring together 
the Member States of the European Union and all 
the European States aspiring to accede to it and 
sharing its values and internal and external ob-
jectives.  The  criteria  and  principles  to  which 
States will  be  required to subscribe in  order to 
be  invited  to  take  part in  the  conference  were 
laid down. 
3.  The conference will  be a multilateral forum 
for  political  consultation,  which  will  address 
questions of general concern to the participants 
in order to broaden their cooperation on foreign 
and  security  policy,  justice  and  home  affairs, 
and other areas of common concern, particular-
ly economic matters and regional cooperation. 
4.  The first meeting of the conference will  be 
in London in March 1998. At  the Presidency's in-
vitation, Heads of State or Government and the 
President  of the  Commission  will  meet at  the 
conference once a year, as will  the ministers for 
foreign affairs. 
5.  At  present,  the  EU  offer  is  initially  ad-
dressed  to  Cyprus,  the  10  applicant  States  of 
central and eastern Europe (Hungary, Poland, Es-
tonia,  the  Czech  Republic,  Slovenia,  Romania, 
Slovakia,  Latvia,  Lithuania  and  Bulgaria)  and 
Turkey. 
B.  Accession process 
6.  The  decisions  required  to  launch  the 
process  of enlarging  the  Union  were  taken  on 
the basis of the  Commission's opinions on the 
11  applicant  countries,  its  composite  paper 
'Agenda  2000',  the  proceedings  of the  Council 
(in its general affairs, Ecofin and agriculture for-
mations)  and  a  report  from  the  Luxembourg 
Presidency. 
7.  As  part of the implementation of Article  0 
of the Treaty on European Union and to put into 
effect the decision of the Luxembourg European 
Council,  the accession process will  be launched 
on 30 March 1998 by a meeting of the ministers 
for  foreign  affairs  of the  15  Member  States  of 
the  European  Union,  the  10  central  and  east 
European applicant States and Cyprus. 
8.  This  single  framework  at  ministerial  level 
will  be  supplemented by another element com-
mon  to  all  applicant  countries,  namely  an  en-
hanced  pre-accession  strategy,  centring  on  the 
new  instrument  of accession  partnerships,  in-
creased  pre-accession  aid  and  a  specific  pre-
accession strategy for Cyprus. 
9.  A  procedure  for  reviewing  each  applicant 
country's  progress  was  established.  The  Com-
mission will make regular reports to the Council 
reviewing progress towards accession. These re-
ports, which will  be drawn up for the first time 
at the end of 1998, will  serve as a basis for tak-
ing  the  necessary decisions  on the  conduct of 
the  negotiations  or  their  extension  to  other 
applicants. 
10.  The  European  Council  decided  to  convene 
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spring of 1998  to begin accession negotiations 
with  Cyprus,  Hungary,  Poland,  Estonia,  the 
Czech Republic and Slovenia. 
11.  At  the same time as the above, the prepara-
tion  of  negotiations  with  Romania,  Slovakia, 
Latvia,  Lithuania  and  Bulgaria  will  be  speeded 
up  through  an  analytical  examination  of  the 
Union  acquis and in  discussions at ministerial-
level  bilateral meetings with the Member States 
of the Union. 
c.  Strategy regarding Turkey 
12.  The  European Council  confirmed Turkey's 
eligibility  for  accession  on  the  basis  of  the 
same criteria as those applying to the other ap-
plicant States. It noted, however, that the polit-
ical  and  economic  conditions  allowing  acces-
sion  negotiations  to  be  envisaged  were  not 
satisfied. 
13.  A strategy was  therefore drawn up to  pre-
pare Turkey for accession by bringing it closer 
to the European Union in every field. This strat-
egy consists of the following five  points: 
•  development  of  the  possibilities  afforded 
by the Ankara Agreement; 
•  intensification of the customs union; 
•  implementation of financial cooperation; 
•  approximation of laws and adoption of the 
Union acquis; 
•  participation, to be decided case by case, in 
certain programmes and in certain agencies. 
In  addition, Turkey was  invited to  take  part in 
the European conference. 
14.  At  the  same  time  the  European  Council 
pointed out that closer ties between the European 
Union  and  Turkey  also  depended  on  Turkey's 
moving forward  in certain areas,  including hu-
man rights, the protection of minorities, relations 
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II.  AGENDA  2000 -THE POLICIES  OF  THE  UNION 
AND  THE  FUTURE  FINANCIAL  FRAMEWORK 
15.  The second part of the comprehensive Pres-
idency  report  presented,  as  requested  by  the 
Amsterdam  European  Council,  to  the  Luxem-
bourg European Council covered the sections of 
the  Commission  communication 'Agenda  2000' 
dealing  with  the  development  of  the  Union's 
policies  and  the  future  financial  framework. 
This report was drawn up after detailed discus-
sion in Council bodies of each of the aspects ad-
dressed  in  the  Commission  communication, 
namely: 
•  agricultural policy; 
•  economic and social cohesion; 
•  internal policies; 
•  external policies; 
•  aspects  related  to  the  future  financial 
framework of the Union. 
16.  It was confirmed that the Union had to ensure 
in advance of enlargement that it would be in a po-
sition to cope with that process under the best 
conditions  by making  the adjustments deemed 
necessary to its policies and their financing within 
a predefined financial framework and bearing in 
mind the imperative of budgetary discipline. 
17.  Confirmation was also given of the Union's 
determination to continue developing the pres-
ent European  model of agriculture, while  seek-
ing to achieve greater internal and external com-
petitiveness. CAP  funding would be determined 
on the basis of the agricultural guideline. 
18.  Generally  speaking,  the  Commission  pro-
posals contained in 'Agenda 2000' were consid-
ered to be an appropriate working basis for fur-
ther negotiations. The  Commission was  invited 
to submit its proposals on all of these questions 
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Ill.  INTERGOVERNMENTAL  CONFERENCE 
A.  Final stage of the negotiations 
19.  Proceedings in  the Intergovernmental Con-
ference continued in the first half of 1997 in ac-
cordance with  the working  method  established 
in Turin on 29 March 1996 with the aim of com-
pleting negotiations in Amsterdam in june 1997. 
20.  Work  under the Dutch Presidency began on 
the  basis  of  the  preparatory  proceedings  and 
more particularly the 'general outline for a draft 
revision of the Treaties' submitted by the Irish 
Presidency  to  the  Dublin  European  Council  in 
December 1996. 
21.  In  March  1997  the  Dutch  Presidency  sub-
mitted  an  addendum  to  the  Irish  Presidency's 
document to a  ministerial meeting of the Inter-
governmental  Conference  held  in  Rome  during 
celebrations  for  the  40th  anniversary  of  the 
signing of the Treaties establishing the European 
Economic  Community  (EEC)  and  the  European 
Atomic  Energy  Community  (Euratom).  Discus-
sions focused on institutional issues and the in-
troduction of enhanced cooperation into Titles V 
(CFSP)  and VI  (JHA)  of the Treaty. 
22.  The wish to see the conference get down to 
real negotiation, the need for an early and clear 
definition of the way forward on topics such as 
institutional  aspects,  social  questions  and  the 
CFSP,  not to mention continuing differences be-
tween  Member  States  and  the  imminent  elec-
tions in the United Kingdom, prompted the Pres-
idency to  call  an  extraordinary meeting of the 
European Council. The meeting was preceded by 
numerous bilateral talks between the Presidency 
and  Member  States'  delegations  and  by  two 
meetings of the personal representatives and of 
the ministers. 
23.  On  23  May  1997 the Heads of State or Gov-
ernment met in Noordwijk to examine closely a 
number  of  the  key  issues  of  the  conference, 
namely institutional questions, social policy and 
the CFSP  and to reaffirm their determination to 
agree  in  Amsterdam  on  a  Treaty  which  would 
provide  optimum  conditions, for  the  enlarge-
ment of the Union. 
24.  The  Intergovernmental  Conference  met  at 
the  level  of  Heads  of State  or  Government  in 
Amsterdam on 16 and 17 june 1997 and held its 
final  discussion  on  the  basis  of  an  amended 
draft  treaty  that  took  account  of  delegations' 
contributions  to  the  search  for  the  necessary 
compromises. After two days of negotiation, the 
Heads  of State  or  Government  reached  agree-
ment on the Amsterdam Treaty. 
B.  Amsterdam Treaty 
25.  The Treaty of Amsterdam has endeavoured 
to produce practical responses to the challenges 
confronting the Union. 
26.  A key aim is  to make the Union closer and 
more comprehensible to its citizens. A number 
of issues  which  impact  directly  on  citizens  in 
their daily lives have been addressed. 
The Treaty establishes the principle that de-
cisions  are  to  be  taken as  openly as  pos-
sible. This includes a specific right for citi-
zens to have access to European Parliament, 
Council  and  Commission  documents,  sub-
ject to a decision on general principles and 
limits. In  addition, votes and statements in 
the  Council  minutes  will  automatically  be 
made  public  when  the  Council  acts  in  its 
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A  new  Treaty  protocol  sets  out  detailed 
legally-binding guidelines for applying the 
principles of subsidiarity and  proportion-
ality. 
The Treaty strengthens the Union's commit-
ment  to  fundamental  rights,  non-discrimi-
nation  and  equality  between  men  and 
women. 
It  specifies the promotion of a high level of 
employment as  an objective.  It  also  intro-
duces an explicit Treaty basis for a coordi-
nated  strategy for  employment and  estab-
lishes  a  coordination  process  on  employ-
ment policy at Community level. 
The Agreement on Social  Policy,  which pre-
viously only applied to  14  Member  States, 
has been incorporated into the Treaty.  The 
provisions  in  this  chapter  have  been 
strengthened, in  particular to help to  com-
bat  social  exclusion,  as  well  as  to  ensure 
the application of the principle of equal op-
portunities and equal treatment of men and 
women at work. 
The  Treaty makes the achievement of sus-
tainable development one of the explicit ob-
jectives of the Union. It highlights the need 
to  integrate  environmental  protection  re-
quirements  into  the  definition  and  imple-
mentation of all Community policies. 
It  underscores  that a  high  level  of human 
health protection will be ensured in the def-
inition  and implementation of all  Commu-
nity  policies  and  activities.  Furthermore, 
the Community shall complement the Mem-
ber States' action in reducing drugs-related 
health  damage,  including  information  and 
prevention. 
The Treaty establishes more clearly the ob-
jective of the promotion of the interests of 
consumers  and  of  their  right  to  informa-
tion, education and to organise themselves 
in order to safeguard their interests. 
Provisions  have  also  been  introduced  to 
clarify  and  strengthen  other  Community 
policies such as:  respecting and promoting 
the  diversity  of  its  cultures;  countering 
fraud against the financial  interests of the 
Community; strengthening customs cooper-
ation;  determining  the  conditions  under 
which the provisions of the Treaty apply to 
the  French  overseas  departments,  the 
Azores,  Madeira  and  the  Canary  Islands; 
recognising the handicaps of island regions; 
the  association  of  the  overseas  countries 
and  territories;  acknowledging  the  role  of 
services of general interest and the system 
of  public  broadcasting  in  the  Member 
States;  and  improved  protection  and  re-
spect for the welfare of animals. 
27.  The Treaty aims to establish an area of free-
dom,  security and justice and incorporates the 
following undertakings. 
Common action on issues such as asylum, 
visas, immigration and controls at external 
borders  has  been  brought  under  Commu-
nity rules and procedures. 
The achievements of Schengen are to be in-
corporated  into  the  framework  of  the 
Union. 
The  Union's  ability  to  take  more  effective 
action to prevent and combat crime as well 
as  to  improve  police  and  judicial  cooper-
ation in criminal matters, such as terrorism, 
offences  against  children,  drug  trafficking 
and fraud,  as well  as to  prevent and com-
bat  racism  and  xenophobia,  have  been 
enhanced. 
28.  The  common  foreign  and  security  policy 
(CFSP)  has been improved in the following ways 
to make the external policies of the Union more 
coherent, effective and visible. 
Overall consistency will be strengthened by 
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in  defining  common  strategies  for  the 
Union's foreign policy. 
Decision-making procedures will  be signifi-
cantly improved. 
A High Representative for the CFSP, who will 
be the Secretary-General of the Council, will 
assist  the  Council  and  the  Presidency  in 
CFSP  matters. The High  Representative will 
also head a policy planning and early warn-
ing  unit which  will  be  established  to  pro-
vide  policy assessments and more focused 
input into policy formulation. 
The Union  will  have the capacity to negoti-
ate  and  conclude  international  agreements 
to implement its common foreign and secur-
ity policy. 
The Union's security and defence objectives 
have  been reformulated to take account of 
developments in  this area since the Treaty 
on European Union was negotiated. The so-
called  Petersberg  tasks  (i.e.  humanitarian 
and  rescue  tasks,  peacekeeping and  crisis 
management)  are  explicitly  mentioned  in 
the Treaty as aspects of the Union's security 
policy. 
29.  The new Treaty makes a number of institu-
tional changes. 
The legislative procedure known as co-deci-
sion  has been simplified and the  scope of 
the  legislative  areas  where  this  procedure 
applies has been significantly extended. 
To  facilitate  decision-making  within  the 
Council,  the areas where qualified majority 
voting is to be used for the adoption of acts 
by the Council have been extended. 
The President of the Commission has been 
given greater powers to select Commission-
ers and to exercise policy leadership. 
The  powers  of  the  Court  of Justice  have 
been  extended  and  clarified  in  relation  to 
the safeguarding of fundamental rights, ac-
tion by the Union  on asylum and immigra-
tion, and cooperation in police and judicial 
matters. 
The Court of Auditors' powers have been en-
larged;  the  scope  consultation of both the 
Committee of the Regions and the Economic 
and Social Committee has been extended. 
To  encourage  greater  involvement  of  na-
tional  parliaments  in  the  activities  of the 
Union  and  to  enhance  their  ability  to  ex-
press their views on matters which may be 
of particular interest  to  them,  the  confer-
ence of European affairs committees of na-
tional parliaments and the European Parlia-
ment (COSAC)  is invited to express views on 
certain issues.  Steps  have  also  been taken 
to help ensure that national parliaments re-
ceive copies of consultation papers and leg-
islative proposals in good time. 
30.  The Treaty introduces the concept of 'closer 
cooperation', with provisions seeking to strike a 
balance  between  the  legitimate  interests  of 
those Member States which wish to pursue clos-
er  cooperation  in  particular  areas  within  the 
framework  of  the  Union  and  those  Member 
States which choose not to join in such cooper-
ation from  the  outset,  while  ensuring that  the 
existing Union acquis is not eroded in any way. 
31.  A protocol annexed to the Treaty provides 
that at least one year before the membership of 
the Union exceeds 20, a conference of represen-
tatives of the governments of the Member States 
will be convened in order to carry out a compre-
hensive review of the provisions of the Treaties 
and functioning  of the  institutions and that in 
any case  at the date  of entry into force  of the 
first  enlargement the  composition of the  Com-
mission will be changed in conjunction with the 
change in the weighting of votes in the Council. 
32.  After the agreement reached in Amsterdam 
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sation and  legal  editing  in  all  the  official  lan-
guages of the Union. 
33.  The  Treaty  was  signed  in  Amsterdam  on 
2 October 1997, ushering in the phase of ratifi-
cation by Member States. 
C.  Post-Amsterdam 
34.  As  requested by the European Council,  the 
Council set about finalising the measures need-
ed to ensure that the Treaty functions  fully  as 
soon as it enters into force. 
35.  A number of measures had to be taken be-
fore the Treaty was signed, e.g.: 
•  signature  of  the  interinstitutional  agree-
ment on provisions regarding financing  of 
the  common  foreign  and  security  policy, 
which was signed in Strasbourg on 16 July 
1997; 
•  definition of a solution giving legal effect to 
the  United  Kingdom's  agreement  to  apply 
the directives already adopted on the basis 
of the Treaty's social provisions, a  solution 
adopted by the Council on 24 July 1997 and 
the means of involving the United Kingdom 
in  consideration of social  measures before 
ratification of the Treaty. 
36.  Others had to be taken after signature. The 
Secretary-General of the Council  submitted two 
reports  to  the  Council,  one  on  setting up  the 
CFSP Policy Planning and Early Warning Unit, the 
other on the integration of the Schengen Secre-
tariat into the General Secretariat of the Council. 
3 7.  Other work,  including the incorporation of 
the  Schengen  acquis  into  the  European  Union 
framework,  the  preparation  of  an  agreement 
with  Norway  and  Iceland  and  the  groundwork 
for arrangements to  be  concluded between the 
European Union and the WEU,  was either begun 
or programmed. •  Progress achieved by the European  Union  1997 • 
IV.  FUNCTIONING  OF  THE INSTITUTIONS 
AND FINANCING  OF  THE  UNION 
A.  Functioning of the institutions 
European Parliament 
38.  In  1997 the European Parliament continued 
its discussion-of employment policy and of the 
enlargement  of the  Union,  notably  in  prepara-
tion  for  the  European  Council  meetings  in  No-
vember and  December  1997.  It  also  approved 
the Amsterdam Treaty. 
Economic and Social Committee and 
Committee of the Regions 
39.  The  Economic  and  Social  Committee  and 
the Committee of the Regions  took part in  leg-
islative procedures, delivering their opinions on 
Commission proposals and, on their own initia-
tive,  produced  a  large  number of opinions on 
subjects relating to European integration. 
40.  The  Economic  and  Social  Committee  and 
Committee of the Regions  made submissions to 
the Employment Summit held in Luxembourg in 
November  1997,  contributing  to  the  in-depth 
discussion. 
41.  In  May  1997, on the eve of the conclusion 
of the Amsterdam Treaty, the Committee of the 
Regions mounted a  large conference under the 
title  'European  summit  of  the  regions  and 
cities'. 
Court of  justice and 
Court of First Instance 
42.  The  representatives of the governments of 
the  Member  States partially replaced  the  mem-
bership  of the  Court  of Justice  for  the  period 
7 October 1997 to 6 October 2003 inclusive, ap-
pointing seven new judges and four new advo-
cates-general. They also appointed one member 
of the  Court  of First  Instance  of the  European 
Communities until 31  August 2001  inclusive. 
Ombudsman 
43.  The  Ombudsman continued to act on com-
plaints made  against the  institutions. The  Om-
budsman  received  1 181  complaints  during 
1997,  196  of which  were  declared  admissible. 
The  Ombudsman  successfully  resolved  101 
complaints during 1997. 
As  a  result  of  an  own-initiative  inquiry  Mr 
Soderman addressed recommendations to 14 Eu-
ropean Union institutions and bodies, calling on 
them to adopt rules to facilitate public access to 
Union documents. Their replies are contained in 
the  first  special  report  by  the  European  Om-
budsman to the European Parliament. 
Other institutions and bodies 
44.  The  Court  of Auditors  drew up  its annual 
report, including its statement of assurance, and 
seven  special  reports.  It  was  consulted  five 
times by the Council. 
45.  The  European  Monetary  Institute was  con-
sulted by the Council on five  occasions. 
(i)  Interinstitutional relations 
46.  Interinstitutional  relations  developed  nor-
mally and in a consistently constructive spirit. 
Tria/ague 
4 7.  The  political  dialogue  between  the  Euro-
pean Parliament,  the  Council  and the  Commis-
sion was  particularly intense throughout 1997. 
In  the  first  instance  it  took the  usual  form  of •  Progress achieved by the European Union  1997 • 
regular  provisiOn  of information  to  the  Parlia-
ment by the Presidency of the Council and mem-
bers of the Commission with regard to their in-
tentions,  daily  business  and  the  outcome  of 
their activities. 
48.  The dialogue between the Presidents of the 
European  Parliament,  Council  and  Commission 
- at plenary sessions in Strasbourg - was high-
ly  constructive  and  the  opportunity  for  open 
discussion of all  issues of current political con-
cern to the individual institutions. 
49.  Of particular note was the signing of an in-
terinstitutional  agreement  regarding  financing 
of the  CFSP.  As  well  as  laying  down  financial 
arrangements, this agreement establishes an ad 
hoc  concertation  procedure  between  the  two 
arms of the budget authority and  provides for 
the European Parliament to be consulted on the 
main aspects and basic choices of the CFSP  and 
for the Parliament to be kept abreast of CFSP de-
cisions entailing expenditure. 
50.  At  the  European  Council  meetings  in  Am-
sterdam and Luxembourg, following what is now 
normal  practice,  the President of the European 
Parliament engaged in  direct dialogue with the 
Heads of State or Government, thus enabling the 
various parties involved in constructing Europe 
to exchange views at the highest political level. 
Parliamentary control 
51.  Through its replies to  the increasing num-
ber of oral questions from the European Parlia-
ment, whether at Question Time  or in  the con-
text of oral questions with debate,  the Council 
and  Commission  Presidencies  kept  the  Parlia-
ment constantly informed  of their institutions' 
views on areas of Community activity. 
52.  In  1997 the Council received 335 oral ques-
tions for  Question Time  and  45  oral  questions 
with debate. The  European Parliament also  put 
393 written questions to the Council. 
53.  The  Commission  receiv.ed  689  oral  ques-
tions for Question Time and 140 oral questions 
with debate. The  European Parliament also  put 
3 838 written questions to the Commission. 
54.  Particularly useful was the participation of 
the  Council  Presidency  and  members  of  the 
Commission  in  parliamentary  committee  pro-
ceedings, where they provided full and detailed 
information on work in progress and heard the 
views of the European Parliament at a formative 
stage of the decision-making process. 
55.  The findings of two  temporary committees 
of inquiry set up in  1996 (BSE  and Community 
transit  system) were  presented  in  plenary and 
the  Council  Presidency  and  the  Commission 
took  part  in  the  debates  held  in  March  and 
November. 
Council Presidency attendance 
56.  The  Dutch  and  Luxembourg  Presidencies 
presented their programmes to the plenary ses-
sion  of  the  Parliament  and  later  reported  the 
outcome  of their  six-month  activities,  particu-
larly the results of the European Council  meet-
ings. Both Presidencies also took part in the ma-
jor debates in plenary session on issues relating 
to  the  European Union  and on the  situation in 
non-member countries. 
57.  The Presidency also took part in the debate 
on the annual CFSP  report and in that on justice 
and home affairs activities. The Presidency also 
took the floor in the yearly debate on the state 
of the Union. 
58.  Both  Presidencies  also  addressed  the  Eco-
nomic and Social Committee and the Committee 
of the  Regions  to  explain  the  salient points of 
their programmes. 
(ii)  Legislative process 
59.  In  1997  there  were  154  simple  consulta-
tions  of  the  European  Parliament  and  15  re-
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60.  The Council communicated 14 common po-
sitions to the European Parliament under the co-
operation procedure and 28  common positions 
under the co-decision procedure. 
The European Parliament and the Council adopt-
ed 29  legislative acts under the co-decision pro-
cedure  (22  directives  and  7  decisions),  20  of 
them  being  the  result  of  successful  concilia-
tions. 
61.  The  Economic  and  Social  Committee  was 
consulted on 105 occasions and the Committee 
of the Regions on 12  occasions. 
(iii)  Subsidiarity and proportionality 
62.  In  accordance  with  the  principle  of  sub-
sidiarity, the number of proposals for new legis-
lation fell once again. The Commission also took 
particular care to  comply with  the  principle of 
proportionality both in its choice of instrument 
and in the consideration given to the likely im-
pact of its proposals. 
63.  In  the context of these principles and pur-
suant to the conclusions of the Edinburgh Euro-
pean Council, the Commission in its annual 'Bet-
ter  lawmaking'  report  confirmed  that  greater 
consideration was now being given to the princi-
ples  of subsidiarity and  proportionality,  inter-
ested parties were  being consulted more,  texts 
were better drafted and existing legislation was 
being simplified and consolidated. 
(iv)  Transparency 
64.  The Treaty of Amsterdam introduces a right 
of access  to  documents  held  by  the  European 
Parliament, the Council and the Commission, to 
which right it is  for the Council and the Parlia-
ment, acting in accordance with the co-decision 
procedure and on the basis of a  proposal from 
the Commission, to determine the general prin-
ciples and limits. 
65.  Measures  to  increase  transparency  contin-
ued to be implemented in 1997. 
66.  The  Council  adopted  218  legislative  acts 
within the meaning of the annex to its rules of 
procedure  in  1997.  These  acts  prompted  361 
statements in  the  Council  minutes which  were 
released  to  the  public  in  accordance  with  the 
code of conduct of 2 October 1995 on public ac-
cess to the minutes and statements in the min-
utes of the Council acting as legislator. 
67.  As  to  open  debates,  in  addition  to  policy 
debates  on  the  Presidencies'  six-monthly  work 
programmes, a total of 16 issues of Community 
interest were the subject of Council discussions 
relayed to the public in 1997. 
68.  As  regards  public  access  to  Council  docu-
ments,  there  was  very  considerable  growth  in 
the number of applications for  documents and 
an increase in the percentage of documents sup-
plied (79 % in  1997 for the whole procedure). 
69.  In the case of Commission documents, 90 % 
of documents received a favourable reply at first 
instance and  53  % as  a  result of confirmatory 
applications. 
70.  Several  institutions,  bodies  and  agencies 
adopted measures to  facilitate  public access to 
their documents. 
B.  Financing the Union 
(i)  Budgetary procedures 
1998 budget 
71.  The  budget for  1998 embodies the budget 
authority's determination to  apply,  as  in  1997, 
the same degree of budgetary restraint as exer-
cised by Member States in preparation for EMU. 
While complying with this tighter budgetary dis-
cipline, the 1998 budget clearly reflects the pri-
ority accorded by the European Union to objec-
tives  relating to  combating unemployment and 
to pre-enlargement measures. 
72.  At  the end of the budgetary procedure, the 
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amount of ECU  91  012 987 786 in commitment 
appropriations (c/a), representing an increase of 
2.10% over the 1997 budget. Payment appropri-
ations  (p/a)  totalled  ECU  83  529  167  286,  a 
1.41  % increase over the  1997 budget. The  in-
crease  in  non-compulsory  expenditure  (NCE) 
stands at 4. 79 % in c/a and 4.02 % in p/a in ac-
cordance with the Council classification. 




Supplementary and amending budget for 
1997 
76.  A draft supplementary and amending budget 
for the financial year 1997 (SAB 1) was adopted, al-
locating the funds needed to set up structures for 
reorganising  the  Commission  consumer protec-
tion departments and to increase the audit staff at 
the Court of Auditors and providing for entry of 
the budget surplus from the 1996 financial year. 
Discharge of the  1995 budget 
77.  The Council further adopted the recommen-
(%)  dation  to  the  European  Parliament  on  the  dis- ---------------------------------------
c/a  91.013 
p/a  83.529 
NCE  (c/a)  48.558 









73.  The  1998  budget  includes allocations  for 
the implementation of a  new employment ini-
tiative,  supplementing  measures  to  stimulate 
economic  growth  such  as  the  trans-European 
networks  and  research.  The  budget  also  pro-
vides  for  the  continuation  of  projects  in  the 
areas  of  culture,  information  and  consumer 
protection and for the furtherance of 'greening' 
policy. 
74.  With  regard  to  external action,  apart from 
the  continuation  of  the  MEDA  and  Tacis  pro-
grammes, which are  priorities for  the Union,  a 
development of note was the redirection of the 
Phare programme towards use as a major tool in 
the pre-accession strategy. The Commission was 
also invited to provide details in the budget of 
third countries' participation in  the Union's  in-
ternal policy, in the interests of their gradual in-
tegration into the Community acquis. 
75.  The budgetary procedure for 1998 saw the 
first  application  by  the  Council  and  the  Euro-
pean  Parliament  of  the  new  interinstitutional 
agreement  regarding  financing  of  the  CFSP, 
which defines the budgetary rules applicable to 
the funding of CFSP activities. 
charge to be given to the Commission in respect 
of the implementation of the general budget of 
the European Communities for the financial year 
1995 and made a statement relating to the Court 
of  Auditors'  statement  of  assurance  (DAS);  it 
also  examined  the  Court  of  Auditors'  special 
reports relevant to the discharge. 
(ii)  Financial regulations 
78.  The Commission's 1997 work programme for 
the fight against fraud against the Communities' 
budget envisages a number of specific measures. 
The Council adopted a series of conclusions sup-
porting the Commission's general guidelines. 
79.  As  part of the SEM  2000 initiative the Per-
sonal  Representatives  Group  chaired  by  Ms 
Gradin  and  Mr  Liikanen,  Members  of the  Com-
mission,  drew  up  a  report  on  sound  financial 
management,  the  findings  of  which  were  en-
dorsed by the Council. 
80.  In accordance with the provisions of the in-
terinstitutional  agreement,  the  Council,  follow-
ing a proposal from the Commission, decided on 
the  technical adjustments to  the  financial  per-
spective and the adjustments linked to the con-
ditions for implementing the perspective. 
81.  The  financial  regulation  was  amended  to 
take account of the entry into force of the provi-
sions on the clearance of EAGGF  Guarantee Sec-
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V.  INTERNAL  POLICIES 
A.  Progress towards economic 
and monetary union 
(i)  General economic situation and 
convergence 
82.  Economic  recovery  took  real  hold  during 
1997. GOP growth in the Union was estimated at 
approximately  2.6  % in  1997,  which  is  almost 
1 % higher than the previous year. 
83.  Higher  growth  brought about  a  slight  im-
provement in the employment situation in 1997, 
with approximately 700 000 new jobs being cre-
ated.  Nevertheless,  the  unemployment  rate  re-
mained high (10.7 %). 
84.  The  trend  towards  price  stability  conver-
gence,  begun in  the  previous three years,  con-
tinued.  In  1997 average  inflation  in  the  Union 
dropped  to  around  2.1  %,  the  lowest  recorded 
rate since the inception of the Communities. 
85.  Budgetary  consolidation  in  the  Member 
States  produced  encouraging  results;  for  the 
first time since 1992, the average public deficit 
in  the  Union  is  expected  to  fall  below  3  % of 
GOP.  In  13  Member States it is estimated that the 
1997 deficit should be  3 % of GOP  or less.  Fol-
lowing  successive  increases  over a  number  of 
years,  the  average  public  debt-to-GOP  ratio  in 
the Union dropped slightly to around 72  %. 
86.  Exchange  rates  within  the  EMS  exchange-
rate mechanism stayed relatively stable in 1997. 
(ii)  Economic policy 
87.  In  1997  the  broad  guidelines  of the  eco-
nomic  policies  of  the  Member  States  and  the 
Community were formulated in the light of two 
fundamental policy concerns: a determination to 
reduce  unemployment  significantly  and  to 
achieve and maintain a high degree of economic 
convergence so that a  large number of Member 
States will  be in a  position to participate in the 
third stage of economic and monetary union as 
from 1 January 1999. 
88.  The Union  reaffirmed its commitment to a 
macroeconomic policy based on: 
•  monetary  policy  oriented  towards  price 
stability; 
•  sustained  efforts  to  consolidate  Member 
States' public finances; 
•  nominal wage  trends consistent with price 
stability. 
89.  The broad guidelines of the economic poli-
cies also stress that most Member States need to 
undertake  structural  reforms  if  economic 
growth  is  to  create  more  jobs.  Above  all,  the 
markets for labour, goods and services must be-
come more efficient. 
90.  The year 1997 was the fourth in which the 
procedure  for  avoiding  excessive  government 
deficits was applied. 
•  The Council found  that the deficits in  Fin-
land and the Netherlands were no longer ex-
cessive, and so repealed the decisions taken 
in 1994 and 1995. 
•  On  the other hand, the Council  issued rec-
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the  public  deficit  situation  in  10  Member 
States:  Belgium,  Germany,  Greece,  Spain, 
France,  Italy,  Austria, Portugal, Sweden and 
the United Kingdom. 
•  Lastly, in Denmark, Ireland and Luxembourg 
the budgetary situation was already free of 
any excessive deficit. 
91.  In  1997 the Council examined convergence 
programmes  presented  by  Belgium,  Germany, 
Spain,  France,  Italy,  Portugal  and  the  United 
Kingdom  in the course of its multilateral sur-
veillance of Member States' economies. In  gen-
eral,  the  Council  found  that  these  countries 
were  making  credible  and  sustainable  efforts 
to  achieve  lasting  convergence  of  economic 
performance with a  view to the third stage of 
EMU. 
(iii)  Preparation for the third stage of 
economic and monetary union 
92.  The  year  1997  saw  decisive  progress  to-
wards  the  third  stage  of  EMU.  The  finishing 
touches were  put to the key  legislation on the 
workings of the single currency. These key texts 
were accompanied by major political acts. 
93.  The  European  Council  in  Amsterdam  in 
june reached agreement on the following items. 
94.  A Stability and Growth Pact to ensure last-
ing budgetary discipline during the third stage 
of EMU,  comprising two Council regulations and 
a  political  resolution by the  European  Council. 
Under  the  Stability  and  Growth  Pact,  Member 
States  committed  themselves,  amongst  other 
things, to keep to a medium-term budgetary ob-
jective of close to balance or in surplus. A Coun-
cil resolution on growth and employment ampli-
fied the pact. 
95.  The main features of the new exchange-rate 
mechanism  linking  the  currencies  of  Member 
States outside the euro area to the euro. Acces-
sion  to  the  new  exchange-rate  mechanism will 
be  voluntary,  and  should  support  efforts  to-
wards stability and convergence undertaken by 
the Member States. 
96.  The legal framework for the euro, compris-
ing  an  initial  Council  regulation  to  guarantee 
legal certainty for all players (continuity of con-
tracts,  conversion rules and rounding off),  was 
formally adopted in june 199  7.  A second Coun-
cil regulation, which will be adopted formally as 
soon as it is  known which States will  be taking 
part in the euro, will  lay down the principle of 
'no  prohibition,  no  compulsion' whereby  Mem-
ber States will  be free to bring forward full  im-
plementation  of the  euro  before  31  December 
2001. 
97a.  The design of euro coins. For  its part, the 
Council adopted a common position on a regula-
tion on the denominations and technical specifi-
cations of euro coins in November 1997. 
97b.  In  addition,  the European Council  in  Lux-
embourg in December noted that the major part 
of the arrangements necessary for the transition 
to the single currency were in place. The Euro-
pean Council: 
•  decided that notes and coins in euro will be 
introduced as from 1 january 2002; 
•  noted  that  the  Council  had  defined  in  a 
common position the unit values and tech-
nical specifications of the euro coins; 
•  noted  that  the  Council  and  the  European 
Parliament had agreed on the timetable and 
practical  arrangements  for  preparing  the 
decisions  regarding confirmation of which 
Member  States  fulfil  the  necessary  condi-
tions,  and  for  appointing  the  president, 
vice-president and  members  of the  Execu-
tive Board of the European Central Bank; 
•  decided  that  the  bilateral  exchange  rates 
which will be used to determine the conver-
sion  rates  would  be  announced  on  3  May •  Progress achieved by the European Union  1997 • 
1998  for  those  States  participating  in  the 
euro from the start; 
•  adopted  a  resolution  on  economic  policy 
coordination in Stage 3 of EMU  and on Arti-
cles  109 and 1  09b of the  EC  Treaty,  incor-
porating  the  main  principles  of a  Council 
report on preparation for the third stage of 
economic and  monetary union  setting out 
the  principles  and  arrangements  for 
strengthened economic coordination; 
•  confirmed  that  the  Ecofin  Council  is  the 
centre for  the coordination of the Member 
States' economic policies; 
•  agreed that ministers of the States  partici-
pating in the euro area may meet informally 
among  themselves  to  discuss  issues  con-
nected with their shared specific  responsi-
bilities  for  the  single  currency.  Whenever 
matters of common interest are concerned 
they will  be  discussed  by  ministers of all 
Member States. 
B.  Employment 
98.  The  European Council  adopted two  resolu-
tions at its Amsterdam meeting, one on the Sta-
bility and Growth Pact and the other on growth 
and employment. They provide for enhanced co-
ordination of economic policies to complement 
the  procedure  envisaged  in  the  new  title  'Em-
ployment'  in  the  Treaty;  the  European  Council 
also  expressed  the  wish  that  these  provisions 
should take effect immediately. 
99.  Against  this  background,  an  extraordinary 
European Council  meeting on employment was 
held  in  Luxembourg  on  20  and  21  November 
1997;  Union-wide  employment guidelines  were 
laid down for 1998. 
100.  The guidelines pursue four main objectives: 
•  improving  employability  through  action 
designed  in  particular  to  tackle  youth 
unemployment and  prevent long-term un-
employment  by  offering  people  a  fresh 
start, easing the transition from  school to 
work and encouraging the  move  to  active 
rather  than  passive  measures  in  employ-
ment policy; 
•  developing entrepreneurship; 
•  encouraging adaptability in businesses and 
their employees; 
•  strengthening equal opportunities policies . 
101.  These guidelines must now be given prac-
tical  effect  in  the  national  action  plans  (NAPs) 
which each Member State has undertaken to sub-
mit by the end of April, so that they can be scru-
tinised before the European Council in Cardiff in 
june 1998. The  NAPs  will  be  subject to a  com-
mon evaluation late in 1998, which might at the 
same time form the basis for setting guidelines 
for the following year. 
C.  Internal market 
(i)  Horizontal questions 
Action plan for  the internal market 
102.  The  Commission  followed  up  its  1996 
'Report on the impact and effectiveness of the 
single market' by submitting its action plan for 
the  single  market to  the  European  Council  in 
june. The  objective of the action plan and its 
four  strategic  targets  is  to  improve  the  per-
formance  of  the  single  market  in  the  years 
ahead. It calls for a  renewed political commit-
ment from the Member States of the Union, the 
Commission  and  the  European  Parliament  to 
make  increased,  concerted  efforts  to  ensure 
that the  single  market is  working properly by 
1 january 1999. 
103.  The  three Presidencies concerned (Luxem-
bourg,  United  Kingdom  and Austria)  have  sub-
mitted a joint work programme for implementa-
tion of the action  plan.  The  first  phase of the •  Progress achieved by the  European  Union  1997 • 
programme concentrates on action which can be 
taken immediately on the basis of existing pro-
posals.  In  the  later stages,  attention will  focus 
more on new legislation, either to fill gaps in the 
present regulatory framework or to improve the 
internal market in  areas where  there are weak-
nesses. The work programme underlines the im-
portance of simplifying legislation, both at Com-
munity and national level. 
104.  To  measure  Member  States'  progress  as 
regards  the  timely  and  correct  transposition 
into national law of the legislation that has al-
ready been adopted,  the Commission submit-
ted  a  paper  entitled  'Single  market  score-
board'. 
1  04a.  Progress  was  made  on  the  SLIM  pro-
gramme (legislative simplification), in particular 
concerning the adoption of a  first  measure  on 
legislative simplification within the Community 
framework (lntrastat). 
1  04b.  An  informal  ministerial  meeting  took 
place with the representatives of the CEEC  in or-
der  to  define  the  'road  map'  to  facilitate  the 
adoption of the  internal  market  acquis by  the 
applicant countries. 
Animal welfare 
105.  At  the beginning of 1997,  measures were 
adopted  updating  the  Union's  existing  provi-
sions on the welfare of calves,  in  particular to 
phase out the narrow veal crate by 2006. It also 
agreed a  measure setting standards and proce-
dures  for  staging  points  for  livestock  on  long 
journeys. 
(ii)  Free movement of goods 
1  06.  Acting on instructions from the European 
Council, the Commission submitted a proposal 
for  a  Council  regulation  which  would  enable 
the  Commission  to  intervene  in  order  to  re-
store the free  movement of goods by request-
ing a  Member State on whose territory serious 
obstacles  to  free  movement  have  arisen  to 
take the necessary measures  to remove  those 
obstacles. 
Motor vehicles 
107.  The  directive  on  the  masses  and  dimen-
sions of vehicles other than passenger cars was 
duly adopted, as was the 'multi-directive' on cer-
tain  elements  and  characteristics  of  two- or 
three-wheel vehicles, thus bringing about whole 
vehicle type-approval for such vehicles. 
108.  From  24  March  1998,  when  accession  to 
the  revised  1958 agreement of the  United  Na-
tions Economic Commission for Europe takes ef-
fect, the Community will be in a position active-
ly to participate in the establishment of vehicle 
standards  in  a  broader  international  context, 
thus  increasing  the  importance  of  harmonisa-
tion carried out under the agreement. 
109.  A directive increasing the maximum design 
speed of forestry and agricultural  tractors was 
adopted,  thus  greatly  enlarging  the  scope  of 
the  Community  type-approval  system for  such 
vehicles. 
110.  A  directive  on  pressure  equipment  was 
adopted following the successful outcome of the 
conciliation  procedure  between  the  European 
Parliament and the Council. 
(iii)  Customs union 
Measures to combat fraud 
111.  A  regulation  was  adopted  which  will  en-
hance mutual assistance between the authorities 
with  regard  to  the  application  of the  relevant 
customs legislation. An important feature of this 
instrument will  be a  new computerised system 
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112.  Following  the  findings  of  the  temporary 
committee set up by the European Parliament to 
investigate fraud in the Community transit sys-
tem,  the Commission submitted to the Council 
an action plan to tackle these problems and spe-
cific  proposals for  a  thorough  overhaul  of the 
transit system. 
External relations 
113.  Customs  cooperation  and  mutual  assist-
ance agreements with the Republic of Korea, the 
United States, Switzerland and Canada were ap-
proved.  In  addition,  a  customs  cooperation 
agreement was signed with Norway,  authorising 
the  Norwegian  customs authorities  to  perform 
all checks on imports and exports and other for-
malities  on  behalf of the  Finnish  and  Swedish 
customs. 
114.  Action  to  prevent  the  diversion  of  drug 
precursor chemicals  continued.  Bilateral  agree-
ments to  this end were  concluded with Mexico 
and  the  United  States,  and  negotiations  were 
held with Chile. 
(iv)  Tax  harmonisation 
115.  Following  a  wide-ranging  debate  on  the 
need for coordinated action at European level to 
tackle  unfair  tax  competition,  a  package  of 
measures was  adopted which  seeks to  take ac-
count of the political and economic interests of 
the various Member States. 
Business taxation 
116.  The Council and the representatives of the 
governments  of  the  Member  States  meeting 
within  the  Council  adopted a  code  of conduct 
containing  a  commitment  on  the  part  of  the 
Member  States  not to  introduce  harmful  meas-
ures which have,  or may have,  a  significant ef-
fect  on the  location of business activity within 
the Union and to roll back any existing measures 
of this nature within five  years from  1 january 
1998. 
Taxation of telecommunications services 
11 7.  A  series  of  decisions  was  adopted  auth-
orising the 15  Member States to tax all  supplies 
of telecommunications  services at the  place of 
the  recipient,  rather than  the  supplier,  regard-
less of whether the supplier is  situated outside 
or inside  the  Community.  These  measures  are 
designed to combat tax avoidance. 
Excise duties on mineral oils 
118.  The  Council  adopted  a  decision authoris-
ing the Member States to apply and to continue 
to apply reduced rates of excise duty or exemp-
tions  from  excise  duty to  certain  mineral  oils, 
when used for specific purposes. 
(v)  Financial area 
119.  Work  to  complete  the  legal  framework  of 
the  single  market  in  the  banking  and  stock-
exchange sector continued, bearing in  mind re-
cent developments on the financial markets. 
Protection of consu_mer interests 
120.  The  European Parliament and  the Council 
adopted two directives designed to protect con-
sumer  interests,  one  on  cross-border  credit 
transfers and  the  other on investor compensa-
tion schemes. 
Securities committee 
121.  The  common  position  with  a  view  to 
adopting  a  directive  designed,  amongst  other 
things, to set up a securities committee, was the 
subject of a  co-decision procedure between the 
Parliament and the Council. 
(vi)  Food  sector 
Substances used in  manufacturing 
122.  The  European Parliament and the  Council 
adopted  a  directive  on  the  approximation  of 
laws on extraction solvents used in  the produc-
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Specific foodstuffs 
123.  The  European  Parliament and the  Council 
adopted a  regulation on novel  foods and novel 
food ingredients, necessitated by the emergence 
of new raw materials in the food sector, and by 
new procedures and new technologies, including 
biotechnology. 
Food safety 
124a.  The Commission submitted a communi-
cation on consumer health and food safety and a 
Green  Paper  on  the  general  principles  of food 
law in the Community. 
124b.  On  the  basis  of  previous  discussions 
within  the  Council,  the  Luxembourg  European 
Council adopted a declaration on food safety. 
(vii)  Telecommunications 
Liberalisation of telecommunications 
services 
12  5.  In  order to meet the 1 January 1998 dead-
line  for  liberalisation  of  telecommunications 
services, efforts this year have concentrated on 
completing the legislative framework needed to 
create  the  new  liberalised  telecommunications 
environment. 
126.  The  Council  adopted three  key  directives 
in this area: 
•  a  directive  on  the  interconnection  of 
telecommunications  networks  and  inter-
operability of services and the provision of 
a  universal  service  to all  users throughout 
the European Union; 
•  a  directive  on  licensing  in  the  field  of 
telecommunications services which sets out 
common  rules  regarding  the  procedures 
and conditions for providing telecommuni-
cations services after 1998; 
•  a  directive  adapting  the  framework  direc-
tive  on open network provision (ONP)  and 
the leased lines directive. 
127.  The  Commission  submitted  its  latest  re-
port on the state of national implementation of 
telecommunications  regulations  for  the  post-
1998 environment. 
Other measures 
128.  The  Council adopted a  decision on an ac-
tion in  the field  of personal satellite communi-
cations  services  and a  decision  on a  series  of 
guidelines  for  trans-European  telecommunica-
tions networks (TEN-Telecom). 
129.  Looking  to  future  developments  in  the 
telecommunications  sector,  conclusions  were 
adopted on the development of mobile and wire-
less  communications  (known  as  UMTS,  or  the 
third generation of mobile telephones). 
(viii)  Postal services 
130.  A directive  was  adopted  to  pave  the way 
for  the  gradual liberalisation of postal services 
within  the  European  Community  whilst  at  the 
same time improving quality of service. 
(ix)  Statistics 
131.  The  Union  took a  major step towards the 
harmonisation of statistics at Community level 
by adopting a framework regulation on Commu-
nity action in  the field  of statistics. The frame-
work regulation defines principles for the collec-
tion and dissemination of statistics for Commu-
nity purposes and defines national and Commu-
nity responsibilities. 
D.  Agriculture and fisheries 
(i)  Agriculture 
132.  Particular attention focused on the agricul-
tural aspects of the Commission's 'Agenda 2000' 
communication,  designed to  set out the guide-
lines for the future of the CAP. 
133.  In November 1997, it was agreed that there-
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stepped up, adjusted and rounded off, as part of 
a  comprehensive  strategy  that  would  also  in-
volve  concluding the  1992  reform  for  Mediter-
ranean products; this strategy will seek to make 
the  European  agricultural  and  agri-foodstuffs 
sectors  more  competitive  both  in  internal  and 
external  markets  while  developing  the 
'European' model of agriculture. 
134.  The  reform  should  thus  lead  to  econom-
ically sound, viable solutions which are socially 
acceptable and  make  it  possible to ensure fair 
income, to strike a fair balance between produc-
tion sectors, producers and regions and to avoid 
distortion of competition. 
135.  A whole series of decisions was adopted in 
1997,  some  on  day-to-day  management of the 
CAP  and  some  to  adjust  or  reform  particular 
arrangements. 
1  99  7/98 prices 
136.  The  Council  adopted  the  1997/98  price 
package without making any significant amend-
ments  to  the  Commission  proposals  for  a 
freeze  on  most  prices  and  related  measures. 
This  was  by  way  of  a  transitional  package, 
pending  the  reform  proposals  to  come  under 
'Agenda 2000';  it maintained the policy of sta-
bility  and  simplification  pursued  since  the 
1992 reforms, with adjustments in line with the 
budgetary situation. 
Market management 
13  7.  The general rules for granting aid for flax 
and hemp were amended to make  sure that the 
aid  is  paid  only  for  areas  actually  used,  thus 
avoiding any speculative operations. 
138.  A  reform  of the  hop  sector,  designed  to 
bring the regime more into line with market re-
alities, was given the go-ahead; it simplifies the 
regime  and  gives  producer groups  greater au-
tonomy and flexibility. 
139.  The  arrangements  for  durum wheat were 
reformed  by  replacing  the  system  of national 
registers  of  production  rights  by  a  system  of 
maximum guaranteed areas (MGAs) for each pro-
ducer  Member  State,  making  it  compulsory  to 
use certified seed and introducing measures to 
make sure that aid is granted only on the wheat 
actually harvested. 
140.  The  Council  adopted  a  regulation  laying 
down general rules for the application of meas-
ures to  improve  the  production and  marketing 
of honey which  will  enable  the  Community to 
contribute  to  national  programmes  specifically 
geared to assisting honey production. 
141.  The  Commission  submitted  reports  on 
possible  reforms in  the  raw  tobacco and olive 
oil sectors. A wide-ranging discussion was held, 
during which  Member  States  had  the  opportu-
nity  to  make  known  their  views,  giving  the 
Commission  appropriate  criteria  on  which  to 
base  its  formal  •proposals  and  in  which  the 
European  Parliament's  position  will  also  be 
given due weight. 
Food quality and safety 
142.  A whole  series of measures was adopted 
on  food,  veterinary,  plant-health  and  animal 
feed  matters,  most  of  them  directly  linked 
to the  BSE  crisis and  measures to  control  the 
disease. 
143.  In  this connection, the Council  adopted a 
regulation establishing a system for the identifi-
cation and registration of bovine animals and re-
garding the labelling of beef and beef products, 
which  will  make  beef  products  traceable  and 
thus guarantee highly effective monitoring. The 
Commission adopted a decision banning the use 
of  specified  risk  material  in  human  food  and 
animal feed. 
144.  Other measures related to the ban on the 
use  of  hormones  and  hormone  derivatives  in 
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animal products, the protection of calves as re-
gards  minimum  space  allowances  (criteria  for 
staging points), health problems affecting intra-
Community trade in bovine animals, novel foods 
and  novel  food  ingredients,  including  genetic-
ally modified organisms, protection against the 
introduction of organisms harmful to plants or 
plant products, and pesticide residues. 
145.  There was wide-ranging discussion of the 
agricultural  aspects  of  the  Commission  Green 
Paper on food law,  with particular emphasis on 
the need to adhere to the primary objectives of 
protecting human health and seeking the high-
est possible level of food safety. 
146.  Developments  in  the  BSE  situation  were 
kept under scrutiny, with particular emphasis on 
the  problem  of  monitoring,  especially  in  the 
light  of cases of fraud  involving  the export of 
meat from  the  United  Kingdom.  In  addition to 
the adoption of tougher national measures, the 
Commission obtained support for tightening up 
the existing monitoring system. 
147.  As  regards  the  European  Parliament's  ac-
tion on BSE  control,  the Parliamentary Commit-
tee of Inquiry into BSE  submitted its recommen-
dations, which were debated in plenary session. 
Agri-monetary matters 
148.  Measures were adopted to compensate for 
losses  of  income  resulting  from  appreciable 
revaluations. 
External relations 
149.  The Council took note of a Commission re-
port on a  study of the impact of Mediterranean 
third-country concessions, which it regarded as 
a  useful initial approach to the discussion that 
should be supplemented and extended to other 
third countries, account being taken of the com-
ments made on it by the Member States. 
150.  Negotiations  for  veterinary  equivalence 
agreements  continued  with  various  partners. 
Negotiations with the Czech Republic were con-
cluded, while negotiations with Canada and the 
United States reached the finalisation stage. 
151.  The  Community  and  the  Member  States 
took  part  in  the  revision  of  the  International 
Plant  Protection  Convention  (IPPC)  at  the  UN 
Food  and Agriculture  Organisation  (FAO)  in  or-
der  to  adapt  it  to  the  new  situation  resulting 
from  the  Sanitary  and  Phyto-Sanitary  (SPS) 
Agreement reached at the WTO. 
152.  Given  the  increased  importance  attached 
by  the  WTO  to  the  standards  and  other  texts 
adopted by the Codex Alimentarius Commission 
(CAC),  the  Member  States  and  the  Community 
continued to  step up their participation in  the 
joint FAO  and WHO  programme. 
153.  In  the  context  of United  Nations  discus-
sions on sustainable development, the Commu-
nity and the Member States continued their joint 
efforts with a view  to  negotiation of a  conven-
tion for the protection of all types of forest. 
(ii)  Fisheries 
MAGPIV 
154a.  The  decision  on  multiannual  guidance 
programmes (MAGP  IV)  was  adopted, establish-
ing a quantitative and qualitative framework for 
action  to  restructure  the  Community  fisheries 
sector over a five-year period starting on 1 Jan-
uary 1997, in order to achieve a sustainable bal-
ance between resources and fishing effort. 
TACs  and quotas 
154b.  A package of measures was adopted con-
cerning TACs and quotas for 1998. 
Technical conservation measures 
155.  A  regulation  on  technical  conservation 
measures was adopted, aimed at increasing the 
effectiveness  of existing  measures  by  introdu-
cing  more  precise  definitions,  specifying  the 
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species, other characteristics of fishing gear and 
the minimum sizes of marine organisms as well 
as  by  imposing  restrictions  on  fishing  within 
certain areas, at certain times, with certain gear 
and equipment. 
VMS 
156.  The control system applicable to the com-
mon fisheries  policy received a  boost with  the 
adoption of a regulation providing for the estab-
lishment by Member States of fisheries monitor-
ing centres and the application of satellite-based 
vessel monitoring systems (VMS)  to track fishing 
vessels flying their flag. 
External relations 
157.  Conclusions  were  adopted  regarding  pol-
icy  on fisheries  agreements,  setting out guide-
lines regarding the framework within which the 
Community will  conclude future fisheries agree-
ments and protocols with third countries. 
E.  Transport 
(i)  Inland transport 
Combined transport 
158.  To  promote combined transport, a  regula-
tion was adopted to extend the previous system 
of temporary aids to cover 1996 and 1997. 
Road transport 
159.  A number of measures were adopted: 
•  considerable  progress  was  made  towards 
opening  up  the  road  passenger  transport 
market,  with  the  adoption  of  two  regula-
tions, one on access to the market for inter-
national passenger transport and the other 
on  road  passenger  cabotage  (non-resident 
carriers operating transport services within 
a Member State); 
•  a  directive amending the  1991  basic direc-
tive on driving licences for the second time 
(laying down a Community code relating to 
conditions  and  restrictions  attaching  to 
driving licences); 
•  the Council adopted conclusions on the fi-
nancing  of  the  trans-European  transport 
network (TEN)  with a  view  to  speeding up 
implementation of TEN  projects by  means 
of public-private partnerships; 
•  the Council also adopted conclusions on so-
cial harmonisation in road transport. 
Road safety 
160.  The Council  held a  public debate on road 
safety in  the European Union  on the basis of a 
Commission communication on the road safety 
programme  for  1997  to  2001;  it  called  on  the 
Commission to submit suitable proposals. 
161.  The  Council also adopted a  resolution on 
the  deployment  of  road  transport  telematics 
(RTT),  in particular electronic fee collection, and 
conclusions  on  a  Community  strategy  and 
framework for the deployment of RTT in Europe. 
External relations 
162.  The Council held a meeting, as part of the 
structured dialogue, with the ministers for trans-
port of the associated central and east European 
countries  on  access  to  transport  markets  and 
the gradual adoption of the  acquis communau-
taire, together with topics relating to transit and 
border crossings. 
163.  As  far as bilateral relations are concerned, 
an  agreement  was  concluded  with  the  Former 
Yugoslav  Republic  of Macedonia  (FYROM),  pro-
viding,  amongst  other  things,  for  Community 
carriers to have free transit through the FYROM. 
164.  An  additional  protocol  to  the  agreement 
with Slovenia in the field  of transport was  con-
cluded,  providing  for  a  system  of  'ecopoints' 
equivalent  to  that  laid  down  in  Protocol  9  to 
Austria's Act of Accession to the Union. •  Progress achieved by the  European Union  1997 • 
165.  Further progress was judged necessary be-
fore  the negotiations for  an agreement on land 
and air transport with  Switzerland  could  enter 
the final phase. 
(ii)  Air transport 
Liberalisation of air transport 
166.  Following the third air transport liberalisa-
tion package adopted in 1992, 1 April  1997 saw 
the completion of the single market in Commu-
nity aviation, so that any Community air carrier 
can now exercise cabotage rights within a Mem-
ber State. 
Air-carrier liability 
167.  Given  that  the  1929  Warsaw  Convention 
accords  inadequate  protection  to  accident  vic-
tims and their next of kin  as regards air-carrier 
liability, the Council adopted a regulation on the 
subject  designed  chiefly  to  regulate  the  limits 
on  air-carrier  liability  in  the  event  of  death, 
wounding or any other bodily injury. 
External relations 
168.  Following  preliminary  talks,  the  develop-
ment  of  the  negotiating  mandates  given 
the Commission to begin negotiations with the 
United  States  and  with  the  associated  central 
and  east  European  countries  was  kept  under 
scrutiny. 
(iii)  Shipping 
General framework for action 
169.  In  the light of a  communication from  the 
Commission  entitled  'Towards  a  new  maritime 
strategy', the Council adopted a resolution on a 
strategy for  the competitiveness of Community 
shipping. 
1  70.  Following submission of a progress report 
from the Commission, the Council adopted con-
clusions on short sea shipping designed to give 
the sector fresh impetus. 
Safety at sea 
171.  A directive  was  adopted  to  set up  a  har-
monised  safety  regime  for  fishing  vessels  of 
24  m in length or over. 
External relations 
1 72.  Decisions were taken on mandates for  ne-
gotiations with a view to concluding agreements 
on shipping between the Community and India 
and China. 
(iv)  Measures affecting all modes of 
transport 
173.  A harmonisation measure of general appli-
cation  was  adopted  in  1997;  its  immediate 
repercussions will be most obvious in the trans-
port, tourism and communications sectors. The 
measure is the eighth directive of the European 
Parliament and of the Council  harmonising the 
dates  and  times  for  the  beginning and  end  of 
summer time throughout the Community for the 
period 1998 to 2  00 l. 
174.  Another  measure  of  strategic  importance 
for the future of air transport safety, but also for 
other areas such as rail  and road transport and 
shipping, is the preparation of an agreement be-
tween  the  European  Community,  the  European 
Space  Agency  and  Eurocontrol  on  a  European 
contribution to the development of a global nav-
igation satellite system. 
F.  Social policy 
Extension to the United Kingdom of certain 
directives on social matters 
175.  At  the  European  Council  meeting  in  Am-
sterdam, the United Kingdom decided to accede 
to  the  social  provisions of the  new Treaty and 
also agreed  to  apply the  directives which  have 
already been adopted under the Agreement  on 
Social  Policy  and  those which  may be  adopted 
before the Treaty enters into force.  The  United 
Kingdom will now be invited to express its views 
in  discussions  on  acts  to  be  adopted  on  the 
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176.  The  directive  on  the  establishment  of  a 
European works council and the directive on the 
framework  agreement  on  parental  leave  have 
thus been extended to the United Kingdom. 
Free  movement of workers and 
social security for migrant workers 
177.  At  the  end  of the  year,  the  Commission 
submitted two proposals to the Council, one on 
safeguarding the supplementary pension rights 
of employed and self-employed persons moving 
within  the  European  Union,  and  the  other  ex-
tending Regulation (EEC)  No  1408/71 to nation-
als of third countries. 
Working conditions 
1 78.  The  directive  concerning  the  framework 
agreement  on  part-time  work,  concluded  by 
UNICE,  CEEP and the ETUC,  was adopted. This is 
the second time that an agreement between the 
social partners has been implemented. Measures 
have already been taken to extend the directive 
to the United Kingdom. 
Health and safety at work 
1 79.  A directive on protection against the risks 
related  to  exposure to  carcinogens (limit  value 
for benzene) was amended. 
Equal treatment for men and women 
180.  This is one of the four main lines of action 
in the 1998 employment guidelines. 
181.  Furthermore,  the  incorporation of the so-
cial  protocol's  provisions  into  the  Treaty  has 
made  it  possible  to  broaden  the  principle  of 
equal pay to encompass provisions on equal op-
portunities in matters of employment and occu-
pation and has given scope for adopting specific 
advantages  to  compensate  for  deficiencies  in 
professional careers. 
182.  In  1997 the Council adopted a directive on 
the burden of proof in  cases of discrimination 
based on sex, requiring the respondent (the em-
ployer)  to  justify  the  apparent  difference  in 
treatment.  The  Commission will  submit a  pro-
posal for  extending the directive to  the  United 
Kingdom very shortly. 
183.  In  accordance with the conclusions of the 
European Council  meeting in Madrid  in  Decem-
ber 1995, the Council carried out its second an-
nual  stocktaking of the follow-up  to the fourth 
UN  World Conference on Women, held in Beijing, 
in September 1995. 
Vocational training and the 
social dimension 
184.  This is also one of the lines of action in the 
1998 employment guidelines. Following its 1996 
Green  Paper,  in  1997  the  Commission  submit-
ted, amongst other things, a communication on 
promoting  apprenticeship  training  in  Europe 
and a further communication on the human di-
mension of the information society. 
G.  Education and young people 
(i)  Education 
Socrates programme 
185.  The European Parliament and the Council 
adopted  a  decision  increasing  the  financial 
framework  for  the  last  two  years  of  the 
Socrates  programme  by  ECU  70  million.  The 
general  objective  of the  programme  is  to  en-
courage  cooperation,  increase  mobility  and 
bring out the European dimension in all sectors 
of education. 
European cooperation 
186.  The Council adopted conclusions on Euro-
pean cooperation with a  view to a  communica-
tion from the Commission on the future of Euro-
pean cooperation in the fields of education, vo-
cational  training  and  youth  and  following  a 
Commission communication giving  a  review  of 
reactions to the White Paper 'Teaching and learn-
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Languages 
187.  In  a  bid to help  increase language knowl-
edge in Europe, the Council adopted a resolution 
on  the  early  teaching  of  European  Union 
languages. 
Racism and xenophobia 
188.  A  statement  on  respecting  diversity  and 
combating racism and xenophobia was adopted, 
emphasising the importance of the role of edu-
cation, at all ages and all levels, in creating un-
derstanding  and  knowledge  of  other  people. 
In  this  connection,  21  March  each  year  was 
proclaimed a 'Festival of cultural differences' in 
educational establishments. 
Other measures 
189.  The Council also adopted conclusions on: 
•  safety at school, education; 
•  evaluating quality in school education; 
•  information and communication technology 
and teacher training for the future. 
(ii)  Young  people 
Racism and xenophobia 
190.  On  the  occasion  of  the  European  Year 
against  Racism,  a  declaration  was  adopted  on 
the  fight  against  racism,  xenophobia and  anti-
Semitism in the youth field. 
H.  Culture 
Ariane programme 
191.  The  European Parliament and the Council 
adopted  a  decision  on  the  implementation  at 
Community  level  of  a  programme  of  support 
(1997  /98) in the field of books and reading, par-
ticularly through translation of European works 
(Ariane),  which  was  given  a  budget  of  ECU  7 
million. 
Raphael programme 
192.  The  European  Parliament and the Council 
also adopted a  decision establishing a  Commu-
nity  action  programme  in  the  field  of cultural 
heritage (Raphael),  the main aim of which  is  to 
support and  su.pplement,  through cooperation, 
the action taken by the  Member  States in  sup-
port of every facet of cultural heritage of Euro-
pean importance. 
Cultural action 
193.  The Council adopted a  decision regarding 
the future of European cultural action and asked 
the Commission to examine the possibilities for 
an  approach  involving  a  comprehensive  and 
transparent  guideline  for  Community  cultural 
action  and  submit  proposals for  the  future  of 
such action by 1 May  1998. 
Fixed book prices 
194.  A  decision  on  cross-border  fixed  book 
prices in European linguistic areas was adopted. 
Music 
195.  The  Council  adopted  conclusions  on  the 
role of music in Europe and asked the Commis-
sion  to  submit  proposals  for  supplementing 
Member States' action. 
I.  Information society and 
audiovisual industry 
'Television  without frontiers' 
196.  The  European  Parliament and the  Council 
adopted a directive amending the so-called 'tele-
vision without frontiers' directive. This new text 
included a  number of amendments and signifi-
cant innovations, particularly concerning: 
•  the provisions concerning the broadcasting 
of 'events of major importance for society', 
aimed at preventing such events from being 
broadcast  exclusively  so  as  to  deprive 
a  substantial  proportion  of  the  public  of 
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live  coverage or deferred coverage on free 
television; 
•  a  more  detailed  definition  of the  Member 
State  with jurisdiction for  television  chan-
nels; 
•  the  definition  of  'European  works',  which 
has  been  enlarged  to  include  co-produc-
tions with certain third countries. 
Internet 
197.  A multiannual  Community  programme  to 
stimulate  the  establishment of the  information 
society in Europe was adopted. The Council also 
held an open debate on the Internet which cen-
tred  on  ways  in  which  the  network  could  be 
used for teaching in schools. 
198.  The Commission submitted an action plan 
(  1998-2001) on the safe use of the Internet for 
encouraging users and industry to develop ade-
quate  systems  of  self-regulation  and  ensure 
compatibility  between  the  approach  taken  in 
Europe and elsewhere. 
199.  In  response to  the Council resolution on 
illegal and harmful content on the Internet, the 
Commission  submitted  an  interim  report  on 
the  initiatives  taken  or  planned  in  the  Euro-
pean Union to combat illegal and harmful con-
tent  on  information  networks  such  as  the 
Internet. 
Electronic commerce 
200.  The  Council  adopted  conclusions  in  this 
emerging  field  on  both  'electronic  commerce' 
and  'digital  signatures  and  encryption'  in  re-
sponse  to  Commission  communications  on 
these topics.  These  initiatives  promote  the  de-
velopment  of  electronic  commerce  in  Europe 
and are aimed at creating a  climate of security 
and trust in  electronic communications by set-
ting up a common European framework for digi-
tal signature and ensuring the successful opera-
tion  of the  internal  market in  encrypted  prod-
ucts and services. 
j.  Public health 
Health monitoring programme 
201.  The  programme  of Community action  on 
health monitoring was adopted as part of the ac-
tion to be taken in the public-health field.  With 
an allocation of ECU  13.8  million,  it  completes 
the run of programmes in the five areas initially 
identified as having priority and is  intended to 
help  evaluate the  health  situation in  the  Com-
munity and to assist with the planning and as-
sessment  of  Community  programmes  and  ac-
tions and health policies in the Member States. 
202.  The Commission submitted three new pro-
posed action programmes for rare diseases, pollu-
tion-related diseases and prevention of injuries. 
Communicable diseases 
203.  Cooperation  in  the  EU-US  Task  Force  for 
Communicable  Diseases,  which  was  set  up  in 
1996 in the context of transatlantic relations with 
the United States, continued at technical level. 
204.  Developments  in  the  situation  regarding 
transmissible spongiform encephalopathies, and 
particularly possible links between BSE and new-
variant Creutzfeldt-Jakob disease,  were  closely 
monitored. 
Other measures 
205.  The Commission submitted a proposal for 
a  recommendation  on  the  suitability  of  blood 
and  plasma  donors  and  the  screening  of  do-
nated blood in the European Community. 
206.  The Council called upon the Commission to 
examine  matters  arising  from  the  problem  of 
quality and safety of organs and tissues of human 
origin intended for medical use and the situation 
in the Member States with regard to this problem. 
207.  As  part of its monitoring of the health sit-
uation  in  general,  the  Council  adopted a  reso-
lution  concerning  the  Commission  report  on 
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Community,  which  also  included  a  number  of 
suggestions for the drafting of future reports on 
the health situation in the Community. 
K.  Consumer protection 
208.  In  the  areas  of  comparative  advertising, 
price  indication, distance selling and consumer 
credit,  European  Parliament and  Council  direc-
tives were adopted as described below: 
•  the  directive  on  comparative  advertising 
which sets out the conditions under which 
this  form  of advertising  is  permitted  and 
the arrangements for monitoring it; 
•  the price indication directive whose aim is 
to  ensure greater transparency by  indicat-
ing both the selling price and the price per 
unit of measurement; 
•  the  directive  amending  the  directive  on 
consumer credit, whose aim is to standard-
ise  the  formula  for  calculating  the  actual 
percentage rate of charge; 
•  the  directive  on  the  protection  of  con-
sumers in respect of contracts negotiated at 
a distance (distance selling), which provides 
for  consumers  to  have  the  right  to  be  in-
formed and to cancel contracts. 
209.  The  role  of  consumer  associations  and 
public  bodies  to  protect  consumers  will  be 
strengthened,  particularly across borders, by a 
directive  on  injunctions  for  the  protection  of 
consumers'  interests  on  which  the  Council 
adopted its common position. 
210.  The  Council  held a  public debate on con-
sumer policy in a changing environment. 
L.  Industry 
(i)  Industrial policy 
Competitiveness of European industry 
211.  Conclusions  were  adopted  on  the  future 
organisation of work  in  this area.  The  Council 
will thus be organising an annual general debate 
on  competitiveness,  based  on  regular  reports 
from the Commission and Member States and/or 
contributions from industry itself. The results of 
the comparative assessments of industrial com-
petitive  performance  (benchmarking)  and  the 
possibilities for  improved dialogue with indus-
try will be taken into account. 
212.  The Commission was invited to elaborate a 
report on how structural policies can best assist 
the least-favoured areas without this resulting in 
plant closure in other parts of the Community. 
Competitiveness of information and 
communication technologies (ICT) 
213.  Conclusions  were  also  adopted  for  this 
sector.  It  was  agreed  to  focus  on a  number of 
key  topics,  such as research and development, 
standardisation processes, completion of the in-
ternal market, support for  SMEs,  education and 
training and access to world markets. 
214.  As  part  of  the  process  of  implementing 
and  updating  the  action  plan  to  promote  the 
competitiveness  of ICT  industries,  conclusions 
were  adopted  on  electronic  commerce,  a  field 
which  has  the  potential  to  be  of great  impor-
tance for competitiveness, economic growth and 
employment in Europe. 
Mergers 
215.  A  new  merger  control  regulation  was 
adopted, enabling the scope of existing Commu-
nity provisions to be  extended to cover 'multi-
national' cases, i.e.  those submitted to the com-
petition authorities of several Member States at 
the same time, while remaining below the mini-
mum turnover thresholds required for the regu-
lation to be applied. 
State aid 
216.  The Commission submitted a proposal for 
exempting certain horizontal categories of State 
aid  from  the  Commission  notification  require-
ment,  which  should enable  the  Commission to •  Progress achieved by the European  Union  1997 • 
focus  on the most significant examples of gov-
ernment aid to the potential detriment of mar-
ket competition. 
21 7.  For  each  eligible  category  of  horizontal 
aid, the Commission should adopt specific regu-
lations on exemption, specifying the aim of the 
aid,  the categories of beneficiaries,  the thresh-
olds involved and the monitoring conditions. 
Shipbuilding 
21 B.  The  Council  adopted  conclusions  which 
stated  that  there  was  a  qualified  majority  in 
favour  of a  specific  new  aid  regime  for  ship-
building  (Option  3  of  the  Commission  paper 
'Shipbuilding policy - options for the future -
first reflections'), together with extension of the 
seventh  directive  until  31  December  1998,  on 
the  understanding  that  the  seventh  directive 
would lapse automatically as soon as the OECD 
agreement had been ratified by the United States 
or a new regime on shipbuilding policy adopted. 
219.  The Council here took note of the Commis-
sion's intention of taking appropriate measures 
on the basis of the seventh directive should it 
be necessary to avoid a legal vacuum. 
220.  While  confirming that the standstill clause 
in the OECD  agreement still applied, the Council 
also approved the Commission proposal to grant 
aid  to  specific  shipyards  in  Spain,  Greece  and 
Germany on certain conditions. 
221.  The Commission submitted a  proposal for 
a  regulation  establishing  new  rules  on  aid  to 
shipbuilding. 
Other matters 
222.  The  Commission presented a  communica-
tion on the European aerospace industry meet-
ing the global challenge, the internal market ac-
tion plan and the rolling action plan on Europe's 
place in the global information society. 
223.  Matters  also  discussed  were  research  and 
development  as  a  factor  in  industrial  competi-
tiveness  and  employment,  the  competitiveness 
of the European textile/clothing and construction 
industries  and  the  role  of small  and  medium-
sized enterprises (SMEs)  in  increasing the com-
petitiveness of European  industry and creating 
jobs. 
(ii)  Steel industry 
224.  As  part of the restructuring of the steel in-
dustry,  the  Commission  submitted  its  seventh 
and eighth half-yearly reports on the close mon-
itoring of the State aid authorised in  1993 and 
1995. 
225.  The Commission presented its communica-
tion entitled 'Expiry of the ECSC  Treaty - Finan-
cial  activities'  in  the  light  of  the  Amsterdam 
European  Council's  conclusions  (implementing 
the conclusions means determining the arrange-
ments for  the  succession of the ECSC,  manage-
ment of the ongoing business and assets and al-
location  to  research  of  revenue  deriving  from 
the management of the ECSC  reserves). 
M.  Structural and cohesion 
policies 
226.  To  encourage  economic  and  social 
progress  and  promote  reconciliation  between 
Republicans and Unionists throughout Ireland, a 
regulation  on  Community  financial  contribu-
tions  to  the  International  Fund  for  Ireland  for 
1998 and 1999 (of approximately ECU  17 million 
per year) was adopted. 
N.  Research and technological 
development 
Fifth RTD framework programme 
227.  During  1997, work in  the research  sector 
concentrated on the preparation of the fifth  re-
search  and  technological  development  frame-
work programme. This proposed framework pro-
gramme aims at establishing a new approach to 
Community research policy designed to address 
contemporary issues and  meet  the  aspirations 
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employment, quality of life and competitiveness  •  an agreement  on  nuclear  safety,  including 
of European industry in the global economy.  research, was concluded with Kazakhstan; 
Fourth RTD framework programme 
228.  The  European Parliament and the Council 
approved a  financial  supplement to  the fourth 
research and technological development frame-
work programme  of ECU  115  million,  bringing 
the  total  budget  of  this  programme  to 
ECU  13  215 million. The supplementary funding 
is to be allocated to selected specific areas of re-
search  in  order  to  finance  some  high-quality 
projects and to meet new research needs. 
First action plan on  innovation 
229.  Following the presentation by the Commis-
sion of this action plan on innovation, the Coun-
cil adopted conclusions on ways to promote in-
novation,  particularly  within  the  fifth  RTD 
framework  programme.  The  aim  is  to  foster  a 
genuine  innovation  culture,  based  on  a  global 
approach  taking  into  account  all  relevant  fac-
tors.  Particular  attention  will  be  paid  to 
strengthening the ability of SMEs  to absorb in-
novative technologies and know-how. 
Structured dialogue 
230.  A structured dialogue with the associated 
countries of central and  eastern Europe  (CCEE) 
was  held.  At  this  meeting,  ministers agreed  to 
intensify the dialogue on RTD  policy issues,  to 
make full use of the possibilities for cooperation 
in  the  wider  European  context,  and  to  explore 
means  of facilitating  full  CCEE  participation in 
the fifth framework programme. 
External relations 
231.  The  Union  continued  to  reinforce  its  re-
search links with third countries: 
•  a  cooperation  agreement  was  concluded 
with the Republic of South Africa; 
•  a  cooperation  agreement  with  the  United 
States of America was  signed on the basis 
of mutual interest and benefit; 
•  the Council further authorised the Commis-
sion  to  start  negotiations  for  a  scientific 
and  technological  cooperation  agreement 
with  the  Russian  Federation  and,  in  the 
field of nuclear research, with Canada. 
232.  In  the  wider  European  framework,  the 
Community continued to participate actively in 
cooperation on science and technology (COST), 
which was  reinforced by three additional mem-
bers,  thus  bringing  the  total  number  of mem-
bers to 28 European partners. A ministerial con-
ference  held  in  Prague  and  co-chaired  by  the 
Presidency of the Union dealt with questions of 
enlargement, evaluation and future prospects of 
COST. 
o.  Environment 
Air quality 
233.  The  directive  on  emissions  by  non-road 
machinery (particularly earthmoving machinery) 
was adopted by the European Parliament and the 
Council. 
234.  Progress  was  made  on  the  Commission 
proposals concerning passenger car and  heavy 
goods  vehicle  emissions  and  also  fuel  quality, 
forming  part  of an  overall  strategy  under  the 
Auto-oil  programme; the industry and for some 
time now also the NGOs  have been cooperating 
closely  with  the  Commission  under  this 
programme. 
235.  As part of the general strategy for reducing 
pollution  by  tropospheric  ozone,  the  Commis-
sion submitted a  proposal on the limitation of 
the emissions of organic compounds due to the 
use  of  organic  solvents  in  certain  industrial 
activities. 
Water quality 
236.  The 1980 directive on the quality of water 
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237.  The Commission submitted a proposal for 
a  directive establishing a  framework for  Com-
munity  action  in  the  field  of  water  policy, 
aimed at protecting surface waters and ground-
water. 
Biocidal products 
238.  Progress  was  made  towards adopting  the 
European  Parliament  and  Council  directive  for 
the placing on the market of biocidal products, 
which is  aimed at setting up a  harmonised ap-
proach for authorising the placing on the market 
of products and active  substances,  by comple-
menting existing Community legislation on sim-
ilar products (e.g.  pesticides). 
Other measures 
239.  The  Commission  submitted  a  new  pro-
posal on the landfill of waste,  laying emphasis 
on reducing the landfill of biodegradable waste. 
240.  The Council adopted a decision on a Com-
munity  action  programme  promoting  non-
governmental  organisations  primarily active  in 
the  field  of environmental  protection,  with  an 
allocation  of approximately ECU  10 million  for 
the period 1998-2001. 
241.  The  major strands of a  Community strat-
egy to combat acidification were the subject of 
discussion. 
External relations 
242.  The  principal  effort  in  external  relations 
was on the preparation and holding of the spe-
cial  session of the  United  Nations  General  As-
sembly (Ungass) in june 1997. 
243.  During  Ungass,  the  Union  played  an  ac-
tive part and proposed new initiatives, notably 
on fresh water,  which will  be keenly followed 
up  in  1998  both  in  the  Commission  on  Sus-
tainable  Development  and  in  international 
meetings. 
244.  In  1997 the international community was 
faced  with  the  challenge  of  safeguarding  the 
global  climate  and  in  particular  reducing 
greenhouse  emissions,  mainly of C02 •  During 
the very difficult negotiations in the run-up to 
the Kyoto  Conference which adopted a  proto-
col  to  the  framework  convention  setting  out 
specific  obligations  to  stabilise  and  reduce 
such emissions, the Union- aware as it was of 
the importance of climate change as an issue -
took  the  toughest  stance  of the  whole  inter-
national community when it proposed an emis-
sion reduction target of 15 % by 2010 and 7. 5 % 
by 2005. 
245.  The Union was pleased at the outcome of 
the ninth conference of parties to the Montreal 
Protocol  on  protecting  the  ozone  layer  at 
which agreement  on  the  progressive  elimina-
tion  of  methyl  bromide  was  successfully 
reached. 
246.  At the Helsinki Conference, which was held 
as part of the Barcelona process, the 15  Member 
States and their  12  Mediterranean partners de-
cided  on an action plan to  combat desertifica-
tion,  and  deal  with  coastal  zone  management, 
water management and waste. 
247.  With  regard  to  the  ban  on  imports  into 
the  Community of furs  of wild  animals  cap-
tured with leghold traps, an agreement on hu-
mane trapping standards was successfully ne-
gotiated  with  Russia,  Canada  and  the  United 
States which will put an end to the use of such 
traps. 
P.  Energy 
Framework programme 
248.  With a view to rationalising the energy pro-
grammes  and  increasing  the  transparency  of 
European Union action in the energy sector, the 
Commission submitted a  proposal for a  frame-
work programme in the field of energy. •  Progress achieved by the European Union  1997 • 
Energy and environment 
249.  The  Council  adopted  a  resolution  on  re-
newable sources of energy together with a reso-
lution  on  a  strategy  for  promoting  combined 
heat and power production.  In  a  more  general 
approach,  it  adopted  conclusions  on  climate 
change and energy policy. 
External relations 
250.  The European Union's ties with third coun-
tries  in  this  strategic  area  were  strengthened 
with the adoption of a  programme for  promot-
ing international cooperation (Synergy)  and the 
approval of the conclusion of the Energy Charter 
Treaty. 
251.  In addition, the first joint ministerial meet-
ing on energy was held as part of the structured 
dialogue with the countries of central and east-
ern Europe on 2  7 May  I99  7. 
Nuclear energy 
252.  Moves  to ensure greater health protection 
for the citizens of the European Union continued 
with the adoption of a  directive on medical ex-
posures to ionising radiation. 
253.  With  the  aim  of increasing  nuclear  safety 
throughout the world,  the agreement on the ac-
cession of Euratom to the Korean Peninsula Ener-
gy  Development  Organisation  (KEDO)  was  con-
cluded,  along  with  negotiating  directives  for  a 
safeguards  agreement  between  Euratom,  France 
and  the  International  Atomic  Energy  Agency 
(IAEA) in accordance with the Treaty of Tlatelolco. 
In  addition, negotiating directives were adopted 
for the IAEA  general programme for strengthen-
ing nuclear safeguard measures. 
Q.  Civil protection 
254.  A  decision  establishing a  Community  ac-
tion programme in  the field  of civil  protection 
was  adopted  in  I997,  a  year  which  again  saw 
many  natural  disasters  in  Europe.  This  pro-
gramme will enable improvements to be made in 
the preparation of all those involved in civil pro-
tection, in intervention techniques and methods, 
and in  the level  of people's self-protection and 
the mobilisation of experts. 
R.  justice and home affairs 
255.  The action plan of I4 October I996, which 
defined the priorities in  the JHA  field  for  I997 
and I998, was updated at the end of the year to 
cover the period from  I  january I998 until the 
entry into force of the Amsterdam Treaty. 
256.  The European Council  meetings in  Dublin 
and Amsterdam in turn gave the JHA bodies pre-
cise terms of reference in fields such as Europol 
(ratification  of  the  convention  by  all  Member 
States by the end of I997), the effort to combat 
drugs and the fight against organised crime. 
2 57.  In  the  last-named  field,  the  Amsterdam 
European Council approved the report from the 
High-Level Group on Organised Crime, including 
the  timetable  for  the  various  tasks  to  be 
achieved,  thus  giving  priority  ranking  to  that 
field of activities. 
258.  Integration of the Schengen acquis into the 
European Union framework led to the initiation 
of preparatory  work  with  a  view  to  the  entry 
into force of the future Amsterdam Treaty. 
(i)  Asylum 
Dublin Convention 
259.  The  Dublin  Convention  determining  the 
State responsible for examining applications for 
asylum lodged  in  one of the  Member  States  of 
the European Communities entered into force on 
I  September I99  7.  Rules were approved to en-
sure  that  the  convention  is  implemented  uni-
formly and efficiently. 
Other measures 
260.  In  the  field  of  asylum,  emphasis  was 
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Member  States'  competent  authorities,  notably 
in the CIREA  context. 
261.  The  Council  took a  decision to verify the 
implementation  of  acts  adopted  relating  to 
asylum. 
262.  The Commission submitted a  proposal for 
a  joint action  on  the  temporary  protection  of 
displaced persons. 
(ii)  Immigration 
Voluntary return of third-country 
nationals 
263.  In  view of the high numbers of displaced 
third-country  nationals  resident  in  Member 
States of the European Union, notably as a result 
of the armed conflict in former Yugoslavia, a de-
cision was adopted on the exchange of informa-
tion  concerning  assistance  for  the  voluntary 
repatriation of such persons. 
Minors 
264.  Faced with an increasing number of unac-
companied  minors  who  are  nationals  of  third 
countries,  the  Council  adopted  a  resolution 
aimed  on  the  one  hand  at  securing  adequate 
protection for  such minors and on the other at 
limiting their numbers. The resolution is  direct-
ed both at asylum-seekers and at those who are 
not seeking refugee status. 
Marriages of convenience 
265.  A resolution was adopted on marriages of 
convenience,  a  means  increasingly  used  by 
third-country  nationals  to  enter  the  European 
Union and/or acquire the right to reside there. 
Rules on admission 
266.  The Commission submitted a draft conven-
tion on rules for the admission of third-country 
nationals to the Member States. 
External borders 
267.  In  the  context of the  structured  dialogue 
and with a  view to  improving cooperation with 
the CCEE in the field of asylum and immigration, 
a  decision was taken to  send those countries a 
guide (working document) to effective practices 
for checks on persons at the external borders. 
Cl REA-Ci refi 
268.  CIREA and Cirefi continued to exchange in-
formation on asylum and immigration. 
269.  CIREA  examined  the  situation  in  several 
third States/regions from which asylum-seekers 
emanate. The UNHCR  was invited to  participate 
in  that  examination  so  that  he  could  give  his 
own analysis.  Cirefi  continued the exchange of 
information and its research into legal and ille-
gal immigration. 
2 70.  The two bodies in question also continued 
their contacts with third countries and in partic-
ular with the CCEE and Cyprus in the framework 
of the  structured dialogue,  as well  as  with ex-
perts from the US  and Canada in the framework 
of the transatlantic dialogue. 
Visas and residence permits 
271.  In  view of the annulment by the Court of 
Justice of Council Regulation (EC)  No  2317/95 of 
2 5 September 199 5 determining the third coun-
tries whose nationals must be in  possession of 
visas when crossing the external borders of the 
Member States,  the  Council  decided  to  consult 
the European Parliament anew, chiefly on the ba-
sis of the text of the annulled regulation. 
False  documents 
2 72.  The exchange of technical information and 
the elaboration of mechanisms and tools for co-
operation in combating illegal immigration con-
tinued,  in  particular,  with the  preparation of a 
coded reference system to alleviate the language 
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in document falsification and a guide to the de-
tection of false and falsified documents for offi-
cials  carrying  out  checks  at borders.  A  'Hand-
book  of  genuine  documents  of  the  Member 
States of the European Union',  intended for the 
same officials, was finalised. 
273.  In  addition,  work was  focused  on the  es-
tablishment of a common system for the archiv-
ing and transmission of images of genuine doc-
uments and of false and falsified documents. 
Odysseus programme 
274.  The Commission submitted to the Council 
a draft joint action introducing a  programme of 
training, exchanges and cooperation in the field 
of asylum,  immigration and the crossing of ex-
ternal borders (Odysseus programme). 
(iii)  Main areas of cooperation 
Fight against organised crime 
275.  As  a  follow-up  to  its  conclusions  at  the 
Dublin  meeting  in  1996,  the Amsterdam  Euro-
pean Council adopted an action plan to combat 
organised  crime.  With  a  view  to  implementing 
the action plan, it was decided to set up a Multi-
disciplinary Working  Party on Organised Crime, 
responsible for furthering European cooperation 
in the field of combating organised crime. 
2 76.  In  order to implement this action plan: 
•  the  Council  adopted  a  joint  action  estab-
lishing a  mechanism for evaluating the ap-
plication  and  implementation  at  national 
level  of  international  undertakings  in  the 
fight against organised crime; 
•  the Council endorsed the general principles 
set  out  in  a  working  document  providing 
for  the introduction of a  project-based ap-
proach in the fight against organised crime; 
•  the Council took note of the annual report 
on  organised  crime  in  1996,  which  de-
scribes how organised crime has developed 
in the Union and draws conclusions for fu-
ture work; 
•  the Council decided to establish in its Gen-
eral Secretariat a team of eight national ex-
perts and practitioners to assist future Pres-
idencies in carrying out the plan to step up 
the fight against organised crime. 
Fight against drugs 
277.  Efforts  relating  to  drugs  focused  on  the 
implementation of the  instruments  adopted  in 
1996,  in  particular the joint action  on the  ap-
proximation of legislation and practices between 
Member  States  of  the  European  Union  with  a 
view  to  preventing and  combating drug addic-
tion and drug trafficking. 
2  78.  The  major event was the adoption of the 
joint  action  on  the  introduction  of  an  early 
warning  system  on  synthetic  drugs,  which 
makes it  possible for  the control measures ap-
plicable to psychotropic substances in the Mem-
ber States also to apply to new synthetic drugs. 
The  Europol  Drugs  Unit  (EDU),  the  European 
Monitoring Centre for Drugs and Drug Addiction 
(EMCDDA)  and the Commission each have a spe-
cific role as regards the exchange of information 
and risk evaluation. 
2 79.  Instruments were  adopted in  199 7  in  the 
field  of cooperation between police forces,  cus-
toms and judicial activities and of cooperation 
at  the  external  borders  (Council  resolution  on 
a  handbook  for  joint  customs  surveillance 
operations). 
280.  The  fight  against  drugs  is  becoming  in-
creasingly  important  in  the  relations  of  the 
European Union  with third countries or groups 
of  third  countries.  Significant  progress  was 
made in defining the details of the cooperation 
arrangements for  Latin  America,  the  Caribbean 
and  Asia.  A fact-finding  trip  was  organised  to 
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281.  As  regards  international  meetings,  the 
preparation for the special session of the United 
Nations General Assembly in june 1998 in New 
York  received great attention. Coordinated posi-
tions were  adopted at preparatory meetings in 
1997 in the framework of the UNDCP  in Vienna. 
Europol 
282.  Work in this area was centred on preparing 
for Europol's start-up. 
EDU activities 
283.  In the framework of its powers, which were 
extended  in  1996  to  encompass  trafficking  in 
human beings, the EDU  developed and widened 
its  activities  in  1997.  Amongst  these,  mention 
should be made of the development of the drug 
purity  indicator  system,  the  determination  of 
chemical characteristics,  the  LOGO  project,  the 
handbooks on drug production and growing, ini-
tiatives relating to the Balkan route and to Latin 
American  organisations  engaged  in  trafficking 
and work in hand on illegal motorcycle gangs. 
(iv)  judicial cooperation in civil matters 
Service of  judicial and extrajudicial 
documents 
284.  The  Council  adopted  the  Convention  on 
the  Service  of judicial  and  Extrajudicial  Docu-
ments  in  Civil  or  Commercial  Matters,  which 
aims at improving and  speeding up the  trans-
mission  of  documents  between  the  Member 
States  by  enabling  their  transmission  directly 
between  decentralised  authorities,  such  as 
courts and process servers, using modern equip-
ment such as fax machines. 
285.  The  Council  at  the  same  time  adopted  a 
protocol conferring jurisdiction upon the Court 
of  justice  to  interpret  the  abovementioned 
convention. 
Other measures 
286.  The  Council  approved a  work programme 
for revision of the Brussels Convention of 1968 
and the Lugano Convention of 1988 concerning 
jurisdiction and the enforcement of judgments 
in civil and commercial matters. 
287.  The Commission placed before the Council 
a  communication entitled 'Towards greater effi-
ciency  in  obtaining  and  enforcing  judgments 
within the European Union'. 
(v)  judicial cooperation in criminal 
matters 
Protection of the European Communities' 
financial interests 
288.  The  Council drew up the second protocol 
to the Convention on the Protection of the Euro-
pean  Communities'  Financial  Interests  and  de-
cided to  publish the  explanatory report on the 
convention and on the protocol thereto. 
Corruption 
289.  The  Council  established  a  convention  on 
the  fight  against  corruption  involving  officials 
of  the  European  Communities  or  officials  of 
Member States of the European Union. 
290.  The Council further drew up two joint po-
sitions concerning negotiations in the OECD  on 
the combating of corruption. 
Extradition 
291.  The  Council  decided  to  publish  the  ex-
planatory report on the convention  relating to 
extradition  between  the  Member  States  of the 
European Union. 
(vi)  Police cooperation 
Law and order and security 
292.  Cooperation  between  police  forces  at 
gatherings  in  the  broadest  sense  of the  term 
was stepped up by a Council joint action, pro-
viding for  cooperation between national coor-
dination centres, the secondment of liaison of-
ficers,  exchange of information and the organ-
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central authorities responsible for  law and or-
der and security. On  the subject of preventing 
and controlling football hooliganism, a  resolu-
tion  provides  for  exchange  of  experience, 
exclusion  from  stadiums  and  an  appropriate 
media policy. 
DNA  analysis results 
293.  With  a view to facilitating the exchange of 
DNA  results, a resolution calls for the establish-
ment  of  national  DNA  databases  and  for  the 
standardisation  of  DNA  technology  and  legal 
safeguards. 
(vii)  Customs cooperation 
Naples II Convention 
294.  The act drawing up the Convention on Mu-
tual  Assistance  and  Cooperation  between  Cus-
toms Administrations (Naples II) was adopted at 
the end of 1997 and the convention signed. This 
convention replaces the Naples I Convention of 
1967. 
295.  The  customs administrations,  as  defined 
in  the convention, are  to  prevent and investi-
gate infringements of national customs regula-
tions,  and  to  prosecute  and  punish  infringe-
ments  of  Community  and  national  customs 
provisions. 
296.  The  convention  also  provides  for  special 
forms of cooperation involving cross-border ac-
tion for  the prevention and prosecution of cer-
tain infringements, including hot pursuit, cross-
border surveillance, controlled deliveries, covert 
investigations  and  the  establishment  of  joint 
special investigation teams. 
Risk analysis 
297.  The Council adopted a joint action for the 
refining of targeting criteria, selection methods, 
etc. and collection of customs and police infor-
mation. This joint action constitutes a major in-
strument  for  the  efficient  planning  of  law 
enforcement measures  in  combating drug traf-
ficking. 
)oint customs surveillance operations 
298.  In  order  to  strengthen  controls  at  the 
Union's external borders and improve the effec-
tiveness of the fight against illicit trade in sen-
sitive  goods,  particularly drug trafficking,  the 
Council  adopted  a  resolution  concerning  a 
handbook for joint customs surveillance opera-
tions. 
299.  In  1997 the Member States conducted vari-
ous joint  surveillance  operations  targeting  air, 
sea and land traffic. 
(viii)  Horizontal questions 
Relations with the European Parliament 
300.  The European Parliament was regularly in-
formed of work in areas coming under Title VI  of 
the  Treaty.  In  particular,  on  several  occasions 
the  Presidency  provided  information  to  the 
Committee on Civil Liberties and Internal Affairs 
as well as to the Committee on Legal Affairs and 
Citizens'  Rights.  The  Council  also  replied  to  a 
number of written and oral questions put by the 
European Parliament. 
301.  The  Presidency  consulted  the  European 
Parliament on most of the measures with a leg-
islative character submitted by either the Com-
mission or a  Member  State,  starting that con-
sultation when the Council  began its examina-
tion.  In  this  connection,  the  Presidency  made 
more  than  10  consultation  requests  to  Parlia-
ment. 
Financing of  activities under Title  VI of the 
Treaty on European Union 
302.  The main financial measures taken in 1997 
involved  the  implementation  of  the  four  pro-
grammes adopted in  1996 in the legal (Grotius) 
and police and customs (OISIN) spheres, on com-
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document fo.rgery (Sherlock). In all,  13 7 projects 
were  financed,  totalling  ECU  6. 5  million  in 
commitments. 
303.  In  addition, the Council adopted two joint 
actions aimed at making  it  possible to finance 
new  projects  for,  respectively,  the  voluntary 
repatriation of displaced persons and improving 
admission  facilities  for  asylum-seekers  and 
refugees. 
External relations 
304.  Relations  with  third  countries  developed 
considerably  in  1997  in  accordance  with  the 
guidelines agreed in  1996. The Presidencies, in 
close cooperation with the Commission, played 
an important role  in  developing and  managing 
contacts with third countries, notably those de-
scribed below. 
305.  The  structured  dialogue  with  the  CCEE 
focused on the issue of asylum in  the first half 
of 1997 and judicial cooperation in  the second 
half.  Other meetings with the CCEE  covered co-
operation on drugs matters and checks at bor-
ders  within  the  Cirefi  and  terrorism  contexts. 
The CCEE attended a substantial number of sem-
inars.  Six  essentially  informative  meetings  at 
troika level were organised with JHA counsellors 
from  the  applicant  countries  on  justice  and 
home affairs proceedings. 
306.  Within the framework of the structured di-
alogue with Cyprus, meetings were held at min-
isterial level and with the K.4  Committee on the 
situation with respect to asylum and judicial co-
operation.  The  Cypriot  delegation  attended  a 
number of seminars. 
307.  The Council Presidency met with represen-
tatives of Norway  and Iceland in  the context of 
preparing for the agreements which the Council 
has to conclude with both these countries, on the 
basis of the protocol annexed to the Amsterdam 
Treaty integrating the Schengen  acquis into the 
framework of the European Union. 
308.  Within  the  transatlantic  dialogue  frame-
work, high-level ministerial meetings were held, 
with  cooperation covering  in  particular the  is-
sues of drugs and organised crime; asylum/im-
migration,  cybercrime  and  terrorism.  In  addi-
tion, United States experts took part in a signifi-
cant  number  of  seminars  and  were  invited  to 
make  a  fact-finding visit to  the  EDU  headquar-
ters in The Hague. 
309.  Meetings  were  held with Canada concern-
ing the implementation of the political declara-
tion  and  the  action  plan  and  talks  were  held 
with the Canadian authorities. The Canadian del-
egation was invited to participate in a number of 
seminars of mutual interest. 
310.  Further to  the  conclusions of the  second 
Euro-Mediterranean  ministerial  meeting,  it  was 
agreed that, in the framework of the MEDA  pro-
gramme, seminars would be arranged on organ-
ised crime, drug trafficking, car theft and illegal 
immigration. 
311.  Talks  were  held  between  the  Presidency 
and representatives of Morocco and Turkey. 
312.  Talks  were  held  with  the  Council  of 
Europe, Interpol and the UNHCR.  The Presidency 
also had contacts with The Hague Conference. 
313.  The Member States of the European Union 
and the Commission coordinated their positions 
at meetings  of international  organisations (e.g. 
the United Nations Drugs Commission, the OECD 
and the United  Nations  Crime  Prevention Com-
mission). The Union was also represented by the 
Presidency  and/or  the  Commission  at  inter-
national  forums  such  as  inter  alia  the  Visby 
Group  (Task  Force  on  Organised  Crime  in  the 
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VI.  EXTERNAL  POLICIES 
A.  International organisations and 
conferences 
(i)  Council of Europe 
314.  Regular  political  dialogue  between  the 
European Union and the Council of Europe took 
place at the quadripartite meetings. 
315.  At  the 9th and lOth quadripartite meetings 
(one such meeting is  held each half-year and at-
tended,  on the Union  side,  by the Council  and 
Commission Presidencies, and, on the Council of 
Europe side, by the Presidency of the Committee 
of Ministers and by the General Secretariat), all 
subjects  of  mutual  interest  were  discussed; 
these  included:  the Amsterdam Treaty and the 
enlargement of the Union; the preparation of the 
second  Council  of  Europe  Summit  in  October 
1997; assistance to the countries of central and 
eastern Europe and of the former Soviet Union; 
opportunities  for  cooperation  under  the  Euro-
Mediterranean  partnership;  coordination  in 
crises; the establishment of the European Moni-
toring Centre on Racism and Xenophobia in  Vi-
enna; and cooperation on public health, culture, 
education and in  the field  of justice and home 
affairs. 
(ii)  OSCE 
316.  As  a  contribution  to  strengthening  the 
OSCE's  role in the European security architecture 
and to making the latter more effective, the Union 
took  part  in  the  OSCE  Ministerial  Council  in 
Copenhagen (18 and 19 December 1997), in par-
ticular in  the discussions on a  'Comprehensive 
security model for Europe for the 21st century'. 
31 7.  In  the  area  of preventive  diplomacy  and 
crisis  management,  the  Union  supported  OSCE 
missions  in  the  countries concerned,  including 
Bosnia  and  Herzegovina  (where  it  provided  a 
contingent  of  Union  supervisors  for  the  local 
elections in September 1997) and in Albania. 
318.  The  Union  also  actively  contributed  to 
preparing the mandate and to  the appointment 
of the  OSCE  representative  on  freedom  of the 
media,  a  new  instrument  for  intervention  and 
for  monitoring commitments in  an area crucial 
to the proper functioning of democracy. 
(iii)  Process of stability and good-
neighbourly relations in south-eastern 
Europe 
319.  The Union pursued its efforts to develop 
the  process of stability and good-neighbourly 
relations  in  south-eastern  Europe,  a  regional 
initi~J.tive which was  launched by the Union at 
Royaumont in December 1995 and which it en-
visaged will  be incorporated into the OSCE  in 
due course. The Union designated a  coordina-
tor for the process, Mr  Roumeliotis, in particu-
lar to ensure its continuity and visibility and to 
work  as  a  contact  point  for  the  participant 
countries  with  a  view  to  the  development 
of good-neighbourly relations  through  the  or-
ganisation  of  schemes  to  bridge  differences 
and  promote  cooperation  in  the  area  of civil 
society. 
(iv)  Regional cooperation in the region of 
the Baltic Sea 
320.  As  regards  the  policy  of encouraging  re-
gional cooperation as a  means of strengthening 
stability and prosperity in  Europe,  positive  de-
velopments in  cooperation in  the Baltic  Sea  re-
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321.  A  number  of initiatives  were  pursued  in 
this  region  involving an  increased Union  pres-
ence,  in  particular the Presidency and Commis-
sion attendance with a number of Member States 
at the sixth ministerial meeting of the Council of 
Baltic Sea States in Riga in July 1997. 
322.  The Luxembourg European Council noted a 
proposal  concerning a  northern  dimension  for 
the  policies  of  the  Union  and  requested  the 
Commission to submit an interim report on the 
subject in 1998. 
B.  Security 
323.  Increased coordination of positions on dis-
armament  and  non-proliferation  enabled  the 
Union  to  play a  still  more active  part in  inter-
national forums and to work for the widest pos-
sible accession to  existing international instru-
ments and agreements. 
(i)  WEU 
324.  Relations between the Union and the West-
ern European Union (WEU) continued to develop. 
Thus, joint informal meetings were held in 1997 
to discuss matters of common interest. 
325.  The  WEU  Council  of Ministers,  meeting in 
extraordinary session, adopted a declaration on 
the  WEU's  role  and its  relations with the  Euro-
pean  Union  and  the Atlantic  Alliance  in  which 
the WEU  undertook to contribute to the gradual 
formulation  of  a  common  European  Union  de-
fence  policy,  and also  draw up,  in  conjunction 
with  the  European  Union,  arrangements  de-
signed to strengthen mutual cooperation. 
326.  In  the same context, the Council noted the 
adoption  by  the  second  ordinary  ministerial 
meeting of the WEU (Erfurt, November 1997) of a 
decision on the harmonisation of the sequence 
of the Presidencies of the  WEU  and  Council  of 
the European Union,  which was adopted with a 
view to strengthening cooperation between the 
WEU  and the European Union. 
327.  The  Council  bodies  have  recently  started 
framing  the  'practical  arrangements'  provided 
for  in  the Amsterdam Treaty for  implementing 
the provisions on relations with the WEU. 
(ii)  Anti-personnel Landmines 
328.  The  Union  confirmed  its  commitment  to 
the  ultimate  goal  of total  elimination  of anti-
personnel  landmines  worldwide  as  well  as  to 
contributing  to  solving  the  problems  already 
caused by these weapons, aims already stipulat-
ed in its 1996 joint action. 
329.  A new  joint action was  adopted  in  1997, 
with the aim of reinforcing the extensive polit-
ical  and practical actions already taken by the 
Union in pursuit of these objectives. In this joint 
action,  the Union  sought to promote, in all  ap-
propriate  international  forums,  including  the 
Conference  on  Disarmament,  all  efforts  likely 
to  contribute  to  the  objectives  to  which  it  is 
committed. 
330.  These 1996 and 1997 joint actions also en-
abled the Union  to make a  significant financial 
contribution to international mine-clearance ef-
forts,  in  particular those of the United  Nations 
Special Fund and the International Committee of 
the Red  Cross (ICRC). 
331.  In  this  context,  the  Union.  welcomed  the 
Convention on the Prohibition of the Use, Stock-
piling,  Production and Transfer of Anti-person-
nel Mines  and on their Destruction, opened for 
signature in December 1997. 
(iii)  KEDO 
332.  An  agreement was concluded between the 
European Atomic  Energy  Community (Euratom) 
and  the  Korean  Peninsula  Energy  Development 
Organisation (KEDO),  whereby the latter is to re-
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and Euratom a  full  member's seat on the KEDO 
Executive Board. 
333.  A common position adopted in parallel en-
sures that the Union is appropriately represent-
ed with regard to non-proliferation aspects. 
(iv)  Export controls 
334.  The Council adopted a joint action on the 
European Union's contribution to the promotion 
of  transparency  in  nuclear-related  export  con-
trols.  The  joint  action  is  a  prelude  to  other 
measures  that will  be  taken  by the  Union,  no-
tably in the run-up to the Review Conference of 
the  Treaty  on  the  Non-Proliferation  of Nuclear 
Weapons in the year 2000. 
C.  European Economic Area -
Relations with the EFTA  States 
335.  The European Economic Area, based on the 
EEA Agreement, is functioning well. 
Progress was also made in 1997 in negotiations 
with Switzerland, but a gap remains, in partic-
ular  with  respect  to  land  transport,  the  free 
movement of persons and agriculture,  hinder-
ing achievement of a balanced overall solution 
and thereby the  conclusion of the  package  of 
seven  prospective  agreements  with  Switzer-
land. 
D.  Relations with the associated 
countries of central and eastern 
Europe (CCEE) 
(i)  Europe agreements 
336.  The  contractual  framework  for  relations 
between the Union and the individual CCEE  con-
tinues to be the Europe association agreements. 
Negotiations  were  completed  on  adapting  the 
Europe agreements to the results of the Union's 
latest enlargement and the Uruguay Round, rais-
ing  the  Union's  relations  with  the  associated 
countries to a new level. 
(ii)  Association councils 
331.  Of  the many  decisions taken by the  vari-
ous association councils in  1997,  those regard-
ing  the  pan-European  system of cumulation of 
rules of origin and the participation of associat-
ed countries in Community programmes deserve 
particular attention. 
(iii)  Structured dialogue 
338.  As  part of the  pre-accession  strategy de-
fined in Essen, the structured dialogue at minis-
terial level between the Union and the associat-
ed countries continued apace in 1997, with sev-
eral  ministerial  meetings  being  held  in  all  the 
major areas and  sectors.  Cooperation with  the 
countries of central and eastern Europe on CFSP 
matters continued to evolve. 
(iv)  Phare 
339.  The Commission drew up fresh guidelines 
for the Phare programme, the principal financial 
instrument in  the pre-accession strategy;  these 
guidelines, which are designed to gear the pro-
gramme even more closely to the new priorities 
of enlargement, were  submitted to  the  Luxem-
bourg European Council as part of Agenda 2000. 
E.  Relations with 
south-east Europe 
(i)  Cyprus 
340.  Accession  negotiations  with  Cyprus  are 
due to begin on 31  March  1998. The EU  consid-
ers 'that the accession of Cyprus should benefit 
all  the  communities  and  help  to  bring  about 
peace and reconciliation on the island. 
341.  The  Council  strongly  supports  the  UN 
Secretary General's efforts to find a solution to 
the Cyprus question in conformity with UN  Se-
curity  Council  resolutions.  The  Luxembourg 
European Council concluded that accession ne-
gotiations  would  contribute  positively  to  the 
search for a  political solution to the problems 
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context,  the  European  Council  requested  that 
the willingness of the Government of Cyprus to 
include representatives of the Turkish Cypriot 
Community in  the accession  negotiating dele-
gations be acted upon, and that the Presidency 
and  the  Commission undertake  the  necessary 
contacts. 
(ii)  Turkey 
342.  The  Luxembourg  European  Council  con-
firmed Turkey's eligibility to accede to the Union 
on the basis of the same criteria as for the other 
applicant countries. It  decided to define a Euro-
pean strategy to prepare Turkey for accession by 
bringing  it  closer  to  the  Union  in  every  field. 
Measures  to  implement  this  strategy  have  al-
ready been taken. 
343.  The  European  Council  recalled  that 
strengthening Turkey's links with the EU  also de-
pended on Turkey's pursuit of the political and 
economic reforms on which it had embarked, in-
cluding  the  alignment  of  human  rights  stan-
dards and practices on those in force in the EU; 
respect for and protection of minorities; the es-
tablishment of satisfactory and stable  relations 
with Greece; and the peaceful settlement of dis-
putes,  in  particular by legal  process,  including 
the  International Court of justice, and support 
for  negotiations  under the aegis  of the  United 
Nations  on a  political  settlement in  Cyprus on 
the  basis  of  the  relevant  UN  Security  Council 
resolutions.  It  invited  Turkey  to  participate  in 
the European conference. 
344.  The  customs  union  with  Turkey  estab-
lished as of 1 january 1996 is functioning sat-
isfactorily. In  line with the Union's general pol-
icy  of strengthening its  relations with Turkey, 
steps are under way to go beyond the present 
stage provided for  by the customs union. The 
communication  submitted  by  the  Commission 
to  that  end  is  under  active  consideration  in 
the Council.  Once  this work is  completed,  the 
Commission  is  expected  to  present  concrete 
proposals. 
F.  Relations with the western 
Balkans 
(i)  Conditionality 
345.  As  part of its regional approach towards all 
countries in south-east Europe not linked to the 
Union  by  association  agreements,  the  Union 
adopted a conditionality strategy specifying the 
economic and political conditions that had to be 
fulfilled  before  contractual  relations  could  de-
velop  and  autonomous  measures  and  aid  be 
granted.  The  concept  of  conditionality  covers 
Bosnia and Herzegovina, Croatia, the Federal Re-
public  of Yugoslavia,  the  Former  Yugoslav  Re-
public of Macedonia, and Albania. 
· 346.  In  this connection, the Council decided in 
April  1997 to extend to the Federal Republic of 
Yugoslavia the autonomous preferential arrange-
ments granted to the former Yugoslav republics 
for  1997, only to withdraw the extension in De-
cember on the grounds that the Federal Republic 
of Yugoslavia had failed to comply with the cri-
teria of political conditionality. 
(ii)  Aid for reconstruction 
347.  The  Union  continued  its  efforts  in  this 
area,  mindful  of the  priority  of  the  return  of 
refugees, and made a  substantial pledge of aid 
at the third Donors' Conference in Brussels. This 
Community aid  was  largely allocated  to Bosnia 
and Herzegovina and gradually channelled into 
rehabilitation and reconstruction so as to create 
the  conditions  for  the  return  of  refugees  and 
displaced persons. 
348.  The  Union  continued  to  be  the  largest 
single donor of assistance to former Yugoslavia. 
Member  States  are  also  contributing  substan-
tially  to  the  Multinational  Stabilisation  Force 
(SFOR)  and  the  International  Police  Task  Force 
(IPTF).  The European Community Monitoring Mis-
sion (ECMM)  continues to play a significant role. 
349.  The  Union  continued  to  be  the  major 
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as an entity,  its contribution consisting specifi-
cally of the sum of ECU  263  million committed 
at the joint Commission and World  Bank Donors' 
Conference  in  Brussels  in  addition  to  the 
ECU  226 million pledged by the Member States, 
and  of  contributions  to  the  United  Nations 
Voluntary  Trust  Fund  for  Assistance  in  Mine 
Clearance. 
(iii)  Bosnia and Herzegovina 
350.  Despite  substantial  efforts  by  the  Union 
and  the  international  community,  concerning, 
for example, the various elections held, the situ-
ation in Bosnia and Herzegovina remains unsat-
isfactory, largely on account of the lack of polit-
ical will by the parties and the continuing influ-
ence  of nationalist hard-liners.  The  Union  con-
tinued to support the efforts of the High Repre-
sentative to ensure implementation of the Day-
ton/Paris Agreement and the deadlines agreed at 
Sintra by the Steering Board of the Peace Imple-
mentation Council.  The  European Union's  pres-
ence in Mostar ended on 30 April  1997. 
351.  On  the  crisis  in  'Republika  Srpska',  the 
Union stressed the need for a  rapid solution to 
the political deadlock and for ensuring respect 
for the office of the President of the 'Republika 
Srpska', and called upon the parties to comply 
fully  with the provisions of the Dayton Agree-
ment. The Peace  Implementation Council (PIC), 
meeting in Bonn  in December 1997, reaffirmed 
that  the  international  community's  aid  re-
mained  subject  to  compliance  with  the  peace 
agreements  and  the  obligations  arising  from 
them. 
352.  In  its continuing support for the OSCE's ac-
tivities  pursuant  to  the  general  framework 
agreement for  peace,  the  Union  made a  contri-
bution  to  the  local  elections  in  Bosnia  and 
Herzegovina in  September 1997 and to  the as-
sembly  elections  in  'Republika  Srpska'  in  No-
vember 1997 by providing funding and a contin-
gent of EU  supervisors to oversee the electoral 
process under the aegis of the OSCE. 
353.  In  its  conclusions  the  Dublin  European 
Council said that the return of refugees and dis-
placed persons would be a  priority area during 
the  peace  consolidation  period.  It  emphasised 
the  need  to  create  and  maintain  conditions 
needed  to  encourage  such  return  in  full  com-
pliance  with  the  provisions  of  the  peace 
agreement. 
(iv)  Federal Republic of Yugoslavia 
354.  The Union made the establishment of rela-
tions with the Federal Republic of Yugoslavia de-
pendent on  its  meeting the  goals  identified  in 
Council conclusions, including the Gonzalez rec-
ommendations,  cooperation  with  the  Inter-
national  Criminal  Tribunal  for  the  Former 
Yugoslavia (ICTY)  and progress on Kosovo. 
355.  The Union promoted the opening of a dia-
logue between the Belgrade authorities and the 
Kosovo  Albanians  as  well  as  the  rapid  imple-
mentation of the education agreement, which it 
is ready to support. 
(v)  Croatia 
356.  The  Union  cooperated  closely  with  the 
United  Nations  Transitional  Administration  for 
eastern Slavonia (Untaes)  in  order to ensure re-
spect for human rights and the rights of minori-
ties,  including the  return of displaced  persons 
and refugees. 
(vi)  Albania 
357.  From the start of the breakdown of civil or-
der  in  Albania  at  the  beginning  of  1997  the 
Union,  in  close  coordination  with  the  OSCE, 
played an active  role  in  helping Albania  return 
to political and economic stability. The Union's 
efforts  were  flanked  by  a  Community  human-
itarian  aid  programme  for  the  victims  of  the 
crisis. 
358.  Encouraging  developments  following  the 
elections in the summer of 1997 led  the Union 
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bilateral  relations  on  the  basis of the  regional 
approach and the common position on Albania 
adopted by the Council. The Union's internation-
al  agenda  on  Albania  setting  out  the  reforms 
that are  indispensable for Albania's  reconstruc-
tion was endorsed by the Ministerial Conference 
in Rome  on 17 October 1997. 
359.  As  in  the  countries of former  Yugoslavia, 
the  European  Community  Monitoring  Mission 
proved its effectiveness in Albania. 
(vii)·  Former Yugoslav Republic of 
Macedonia 
360.  The  Council  approved  the  granting  of 
macrofinancial  assistance  to  the  Former  Yu-
goslav  Republic  of Macedonia  (FYROM).  It  also 
concluded a cooperation agreement with the for-
mer republic. The Union remains vigilant on the 
issue of inter-ethnic relations in the FYROM. 
G.  Relations with eastern Europe 
and central Asia 
(i)  Russia 
361.  Dialogue  conducted  on  the  basis  of  the 
partnership  and  cooperation  agreement  devel-
oped actively at all levels. 
362.  After the Summit in  Moscow between the 
Presidents  of  the  European  Council  and  the 
Commission on the one hand and the President 
of  the  Russian  Federation  on  the  other,  the 
most significant event in relations with Russia 
was the entry into force of the partnership and 
cooperation  agreement  on  1  December  1997. 
This  is  a  milestone  in  the  development  of a 
close  and  mutually  advantageous  partnership 
with Russia. 
363.  The  Union  welcomed  the  signing  of  the 
Founding Act  on Mutual  Relations,  Cooperation 
and  Security  between  NATO  and  the  Russian 
Federation; this agreement makes a fundamental 
contribution to the establishment of a new Euro-
pean security architecture in which Russia finds 
its due place. 
(ii)  Ukraine 
364.  The  first  Summit  with  Ukraine,  held  in 
Kiev,  demonstrated  the  importance  that  the 
Union attaches to Ukraine's independence, terri-
torial integrity and sovereignty. At  that meeting, 
the Union,  confirming its determination to con-
tinue its support for  the efforts being made by 
Ukraine, stressed the need for the latter to has-
ten the reform process and meet its obligation 
to close down the Chernobyl nuclear power sta-
tion  completely by  the year  2000.  Macrofinan-
cial  assistance was  granted in  1997 before the 
entry into force  of the partnership and cooper-
ation agreement scheduled for the first quarter 
of 1998. 
365.  In  a  joint declaration  published after the 
EU-US Summit in December 1997, the Union and 
the  United  States  reaffirmed  their  support for 
Ukraine's  sovereignty  and  independence  and 
their wish  to  help  it  achieve  its  goals  of eco-
nomic and democratic reform. 
(iii)  Belarus 
366.  The Union continues to be very concerned 
by  the  political  and  constitutional  situation in 
Belarus.  In  1997, in  the framework of consulta-
tions within a tripartite group including Belaru-
sian  political  forces,  the  Union  sought  to  en-
courage  Belarus  to  establish a  genuine  separa-
tion of powers. Those efforts were unsuccessful. 
The  Union  issued Belarus with a  firm  reminder 
that  relations  between  the  Union  and  Belarus 
would not improve while Belarus failed to move 
towards respect for human rights and fundamen-
tal  freedoms  and  urged  President  Lukashenka 
not  to  lead  his  country  into  isolation  to  the 
detriment  of  both  Belarus  and  Europe  as  a 
whole. The Union strongly supported the estab-
lishment  of an  OSCE  advisory and  monitoring 
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(iv)  Other republics 
367.  The  main  developments in  respect of the 
other republics were as follows: 
•  partnership  and  cooperation  agreement 
with Turkmenistan initialled; 
•  interim agreements with Kazakhstan, Geor-
gia and Armenia entered into force;  interim 
agreement with Azerbaijan signed; 
•  exceptional long-term financial aid granted 
to  Armenia  and  Georgia  in  the  form  of 
macrofinancial loans. 
H.  Transatlantic relations 
(i)  United States 
368.  The  New  Transatlantic  Agenda  continued 
to provide focus to relations between the Union 
and the United States, in that it broadened and 
deepened the political, economic and trade ties 
and  transatlantic  people-to-people  links.  The 
EU-US  Summits held in May and December 1997 
provided a new regular meeting point. 
369.  Achievements in 1997 included: 
•  the accession of Euratom  to  KEDO  (Korean 
Peninsula  Energy  Development  Organi-
sation); 
•  Agreements  on  customs  cooperation  and 
mutual  assistance  and  on  scientific  and 
technological cooperation; 
•  joint efforts in the WTO  to conclude the in-
formation technology agreement, the basic 
telecommunications  services  agreement 
and the financial services agreement; 
•  joint declarations, particularly on electronic 
trade and cooperation in the field of regula-
tions; 
•  a  transatlantic conference on 'Bridging the 
Atlantic: people-to-people links'; 
•  successful  sponsorship  of  the  second 
conference  of  the  transatlantic  business 
dialogue. 
370.  The  Union  and  the  United  States  worked 
closely together internationally in such areas as 
the Balkans, the Middle East, Ukraine and central 
Africa and on global issues like the fight against 
organised crime, drugs and terrorism. 
371.  The  Union  objects  to  the  extra-territorial 
dimension of certain recent United States legis-
lation enacted or under consideration at the fed-
eral  and  sub-federal  levels.  The  Union  is  com-
mitted to working to resolve these issues and af-
firms  its right to act in defence of its interests 
against the extra-territorial effects of that legis-
lation. 
(ii)  Canada 
372.  Following  the signature of the  EU-Canada 
Joint Declaration, accompanied by a joint action 
plan,  in  December  1996,  the  EU-Canada  Sum-
mits in June and December 1997 underlined the 
success  of  its  implementation  and  the  deter-
mination  of both  sides  to  develop  all  aspects 
of  their  relations.  The  achievements  of  the 
first  year  include  agreements  on  humane 
trapping and on customs cooperation and mutu-
al  assistance. 
I.  Euro-Mediterranean 
partnership 
(i)  Barcelona process 
3 73.  The  multilateral  Barcelona  process 
launched in  1995  is  proceeding in  spite of the 
difficulties encountered in the Middle East peace 
process. 
374.  At  the  second  ministerial  meeting  in 
Malta  in  April  1997,  all  participants  were  in-
deed able to reaffirm their commitment to the 
process and its balanced development. Various 
activities took place or were agreed under the 
partnership,  thus  giving  real  content  to  the 
framework created in Barcelona.  It  is  essential 
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that  it  should  retain  its  character as a  forum 
where  all  27  participants  are  on  an  equal 
footing. 
(ii)  Association agreements 
3 75.  Work  on building up the network of asso-
ciation  agreements  continued,  although  none, 
apart  from  the  agreement  with  the  Palestine 
Liberation  Organisation  (PLO),  is  yet  in  force, 
owing to the slow process of ratification. How-
ever, a comprehensive set of agreements is tak-
ing  shape,  as  intended.  In  the  longer  term, 
these  need  to  be  complemented  by  arrange-
ments between the Mediterranean partners, so 
that a  real  Euro-Mediterranean free-trade  zone 
can emerge. 
376.  The  interim agreement  with  the  PLO  for 
the benefit of the Palestinian Authority entered 
into force  on 1 july 1997. The agreement with 
jordan was signed in  November 1997. Negotia-
tions with Lebanon were at an advanced stage 
at  the  end  of  the  year.  With  Egypt,  further 
progress is  still  needed.  Negotiations with Al-
geria started in  March  1997, and  the mandate 
for negotiations with Syria was adopted by the 
Council. 
J.  Relations with the Middle East 
and the Gulf States 
(i)  Middle East peace process 
3 77.  The  appointment of an  EU  Special  Envoy 
has strengthened the Union's  effectiveness and 
visibility in the Middle East and allowed it to as-
sume a role in the peace process more commen-
surate with its political and economic interests. 
In  this context, the Union launched specific ini-
tiatives  to  help avoid  the collapse  of talks  be-
tween the parties, re-establish trust and restart 
the negotiating process. 
3 78.  The  Union  remains  the  largest  donor  to 
the  Palestinians,  taking  also  into  account  hu-
manitarian  aid  to  the  Palestinian  people.  In 
order to boost the effort to improve the latter's 
economic and social situation, the Union set up 
a  dialogue  with  Israel  on  problems  facing  the 
Palestinian  economy.  The  European  Union 
pressed for the urgent conclusion of an agree-
ment between the two  parties which would al-
low an airport to be opened in  Gaza and con-
struction work to begin on a port, also in Gaza, 
these two projects being essential to the devel-
opment  of  a  healthy  Palestinian  economy.  In 
the  framework  of a  joint action,  the  Union  is 
providing  the  Palestinians  with  substantial 
counter-terrorism assistance. 
379.  The Union will do its utmost to ensure the 
full and rapid implementation of the EC-PLO  in-
terim association agreement. The Union  is  com-
mitted to renewing its financial assistance to the 
Palestinian  Authority,  taking  into  account  the 
results of the  ongoing evaluation by the  Com-
mission  of  aid  provided  under  the  current 
programme. 
380.  The  Union  is  working  closely  with  the 
United  States  and  all  regional  parties  con-
cerned. 
(ii)  Middle East 
381.  In  line  with  its  general  policy of support 
for the Middle East peace process, the Union re-
sponded to an appeal made by the King  of jor-
dan for additional support in the light of the ex-
traordinary difficulties that his country was fa-
cing by providing over ECU  11  million, financed 
partly from  the  Community  budget and  partly 
by Member States. In order to alleviate the prob-
lems  faced  by the  Palestinian Authority on ac-
count of Israeli measures, the Union decided to 
contribute  from  both  emergency funds  and  to 
establish a  revolving  fund  to  meet  any  future 
emergencies of this kind. 
382.  Towards the end of 1997, the Union found 
it  necessary  to  press  with  Israel  its  concerns 
over the way Israel was implementing its obliga-
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agreement in force. A number of proposals were 
put  forward  when  the  EC-Israel  Cooperation 
Committee met in November. 
(iii)  Gulf 
383.  A new agreement with Yemen  was  signed 
in  November  1997,  thereby  bringing  relations 
with that country to a  new level.  It  remains the 
Union's ambition to conclude a free-trade agree-
ment  with  the  Gulf  Cooperation  Council,  and 
work was  pursued to  that end in  1997, with a 
view to a result in 1998. 
(iv)  Iran 
384.  Following the Mykonos verdict in Germany, 
the Council concluded that there was no longer 
any basis for continuing the EU-Iran critical dia-
logue  initiated  in  1992  at  Edinburgh.  Certain 
other measures were  taken,  including  the  sus-
pension  of  high-level  visits  and  steps  against 
Iranian  intelligence  personnel,  and  Member 
States recalled their heads of mission in Tehran 
for coordinated consultations. Iranian efforts to 
discriminate against one of the Union's heads of 
mission led to their return to Tehran being de-
layed until November 1997. 
K.  Relations with Asia 
(i)  ASEM  process 
385.  The launch of the ASEM  process in 1996 in 
Bangkok was followed by the first foreign affairs 
ministers'  meeting  in  Singapore  in  February 
1997. This meeting was mainly concentrated on 
the preparation of the second Asia-Europe Sum-
mit  (ASEM  II)  to  be  held  in  London.  The  main 
items  of the  Singapore  meeting were  the elab-
oration  of  an  Asia-Europe  cooperation  frame-
work,  to  which  the  joint  high-calibre  Vision 
Group  to  be  appointed  by  ASEM  II  will  con-
tribute, and the preparation of a  trade facilita-
tion action plan (TFAP)  and an investment pro-
motion action plan (IPAP).  ASEM  II  will  address 
political, economic and people-to-people issues, 
including  the  Asian  financial  situation  and 
prevention  and  preparedness  for  the  conse-
quences of natural catastrophes under the Euro-
pean Community's ECHO  disaster preparedness 
programme (Dipecho). 
386.  An  Asia-Europe  foundation  was  estab-
lished.  In  1997  ASEM  finance  and  economics 
ministers  held  their  first  meetings,  bringing 
their contribution to the process. 
387.  Significant  progress  on  the  question  of 
launching a  political  dialogue within  the  ASEM 
framework was achieved at the ministerial meet-
ing in Singapore in February 1997, and at senior 
officials'  meetings  in  Singapore  and  Luxem-
bourg. 
(ii)  ASEAN 
388.  The growing importance of the south-east 
Asian  region  and  the  Union's  traditional  links 
with  that  area  have  accentuated  the  need  to 
strengthen relations with the ASEAN  countries. 
Accordingly,  the  12th  EU-A~EAN foreign  minis-
ters' meeting held in Singapore in February 1997 
agreed  to  impart  fresh  dynamism  to  the 
EU-ASEAN  partnership.  In  the  context  of  the 
ASEAN  Regional Forum (ARF),  the Union support-
ed  efforts  to  strengthen  confidence-building 
measures  and  preventive  diplomacy  in  south-
east Asia. 
389.  Since that meeting, the Union has defined 
the  specific  action that  it  wishes  to  pursue  in 
implementing  this  dynamism.  Regrettably,  the 
meeting  of  the  EC-ASEAN  Joint  Cooperation 
Commission, which was  to  have taken place in 
Thailand  in  November,  was  cancelled,  since 
agreement could not be reached on the terms of 
the  presence  of  Burma/Myanmar.  The  Union 
condemned the authorities in Rangoon for their 
human rights violations and took certain meas-
ures,  including the  withdrawal  of GSP  benefits 
and the application of visa restrictions. Despite 
the problem of Burma/Myanmar, the strengthen-
ing  of relations with ASEAN  remains a  priority 
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(iii)  China 
390.  The Union stepped up its overall dialogue 
with China. In  the aftermath of the 53rd session 
of  the  UN  Commission  on  Human  Rights  in 
Geneva  (where  the Union  was  unable to  take  a 
joint position on the issue of human rights vio-
lations in  China),  dialogue on human rights re-
sumed at expert level, with meetings in Luxem-
bourg (October  1997) and in  Peking  (December 
1997). 
391.  On  Hong  Kong,  the Amsterdam  European 
Council  emphasised  the  importance  that  it  at-
tached  to  full  respect  for  the  rights  and  free-
doms and the high degree of autonomy, includ-
ing  for  trading  purposes,  guaranteed  to  the 
Hong  Kong  people under the  Sino-British Joint 
Declaration and the basic law. 
(iv)  Japan 
392.  The EU-Japan Summit in The Hague decid-
ed  to  reinforce  bilateral  dialogue  by providing 
for an increase in the number of regular experts' 
meetings on matters of mutual interest. 
(v)  Burma 
393.  The Council twice extended by six months 
its common position which  strengthened  sanc-
tions against Burma. It also adopted a regulation 
withdrawing from Burma the benefit of the gen-
eralised  preferences  system  in  the  industrial 
and  agricultural  sector  because  of  its  forced 
labour practices. 
(vi)  Cambodia 
394.  The EU  decided to grant an ECU  9.5 million 
assistance  package;  this  may  be  suspended  if 
the Union is not satisfied that conditions on the 
ground  would  allow  the  holding  of  elections 
meeting  generally  accepted  international 
standards. 
(vii)  Bilateral agreements 
395.  In  addition,  the  process  of  updating  the 
Union's network of bilateral agreements continued 
through  negotiations  with  Pakistan  and 
Bangladesh  on  third-generation  cooperation 
agreements. 
(viii)  Korean Peninsula Energy 
Development Organisation (KEDO) 
396.  The EU's  admission as a member of the Ex-
ecutive  Board  of  the  Korean  Peninsula  Energy 
Development Organisation  (KEDO)  in  1997 and 
the decision to provide ECU  15  million per year 
for a  period of five  years signal the EU's  strong 
support for KEDO's  non-proliferation objectives. 
L.  Relations with Africa 
397.  The  Amsterdam  European  Council  high-
lighted  the importance that the Union attaches 
to  the  advancement  of Africa  by  calling  for  a 
summit meeting to be organised between EU and 
African  Heads  of State or Government  no  later 
than the year 2000. 
398.  This  desire  to  help Africa  achieve  peace, 
stability  and  sustainable  development  lies  be-
hind the adoption of the common position con-
cerning conflict prevention and resolution. 
399.  In  addition  to  regular  meetings  with  the 
South African Development Community (SADC), 
the  Union  also  decided  to  intensify  dialogue 
with  the  Organisation  of  African  Unity  (OAU) 
at all levels, a step which will enhance the polit-
ical  dimension of cooperation with  the African 
continent. 
400.  The instatement of a  new authority in the 
Democratic  Republic  of the  Congo  is  a  major 
change  for  that  country  and  for  Africa  as  a 
whole.  A ministerial troika made clear that the 
Union  wished  to  establish  a  constructive  rela-
tionship  with  the  new  government  based  on 
commitment  to  improvements  in  the  areas  of 
human rights (including progress in  the United 
Nations  investigation  into  alleged  massacres), 
democratisation and the rule of law.  The Union 
agreed to establish an electoral unit to support 
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Ajello, continued to play a leading role in inter-
national efforts to resolve conflict and promote 
stability in the Great Lakes region. 
401.  Negotiations between the Union and South 
Africa continued in 1997 on a trade and cooper-
ation  agreement  establishing  a  free-trade  area 
between  the  parties.  An  agreement  relating  to 
scientific  and  technological  cooperation  was 
concluded  between  the  European  Community 
and  South  Africa.  Talks  also  continued  with  a 
view to agreements on fisheries, wine and desig-
nations of origin. 
M.  Relations with Latin America 
402.  Notable  developments  in  relations  with 
Latin America in  1997 included the decision to 
hold an EU-Latin America and Caribbean Summit 
in 1999 and the signature in  December 1997 of 
a  new  agreement with  Mexico.  This  agreement 
follows  the  important  agreements  concluded 
earlier with Mercosur and Chile. All  these agree-
ments  pave  the  way  for  more  ambitious  steps 
towards trade liberalisation, which will  provide 
the  Union  and  the  partners  concerned  with  a 
considerable challenge in the years ahead. 
In  1997 the Union officially approved the idea of 
an  EU-Latin  America  and  Caribbean  Summit 
(during  the  seventh  EU-Rio  Group  ministerial 
meeting) and the groundwork began within the 
Union,  in  particular  regarding  possible  topics 
for the summit's agenda. 
403.  At the same time, the process of strengthen-
ing the political dialogue between the Union and 
Latin America continued. Ministerial meetings ac-
cordingly took place between the EU  and the Rio 
Group and between the EU and the Central Amer-
ican countries at the San Jose Ministerial Confer-
ence. In the margin of the Rio Group meeting, the 
Union also held meetings with Mercosur, the An-
dean Community, Mexico and Chile. 
404.  With  regard  to  Cuba,  the  Union  reviewed 
and confirmed its common position of Decem-
ber 1996.  Measures  to  implement the  common 
position were approved with the aim of promot-
ing  respect  for  human  rights  and  a  peaceful 
transition  towards  democracy.  The  Union  con-
tinued to  lend its support to  the  identification 
of possible areas of cooperation with Cuba, sub-
ject  to  Cuban  readiness  to  proceed  with  sub-
stantial reform. 
N.  Relations with the ACP 
States/OCTs 
405.  Future  relations  between  the  Union  and 
the ACP  States were actively discussed ahead of 
negotiations on the new cooperation agreements 
with the ACP  States when the Lome  Convention 
expires in February 2000. 
406.  The Council  recognised the need to  revit-
alise  the ACP-EU  partnership and to pursue an 
active development cooperation policy with the 
ACP  States, which is an essential component of 
the European Union's external action. There was 
broad-based consensus that the political dimen-
sion of cooperation with the ACP  States should 
be  enhanced,  that  the  fight  against  poverty 
should be put at the heart of the new partner-
ship  and  that  cooperation  instruments  should 
be  simplified  and  rationalised  to  make  them 
more  efficient and adaptable to  circumstances. 
It was also recognised that there should be some 
degree  of differentiation  based  on  specific  re-
gional characteristics and development levels. 
407.  The protocol of South Africa's accession to 
the Lome Convention was formally adopted and 
signed at the 22nd meeting of the ACP-EC  Coun-
cil  of Ministers.  This  is  a  'qualified'  accession, 
whereby South Africa will accede to the conven-
tion as the 71st ACP  member on the date when 
the Lome Convention, as revised in Mauritius in 
November 1995, enters into force. 
408.  The Council adopted a decision, applicable 
until February 2000, amending at mid-term the 
1991 decision on the association of the overseas 
countries and  territories  (OCTs)  with  the  Com-
munity. •  Progress achieved by the  European  Union  1997 • 
0.  Development cooperation and 
humanitarian aid 
409.  In  1997 much of the effort in the area of 
development cooperation was again devoted to 
creating the legal bases needed to ensure more 
closely targeted implementation of Community 
development  cooperation  policy.  In  1997  the 
Council accordingly adopted a number of regu-
lations  and  common  positions  on  aspects  in-
cluding the integration of a gender perspective 
in  the  development  cooperation  activities  of 
the Union, aid for uprooted people in the Asian 
and  Latin  American  developing  countries, 
environmental measures in the context of sus-
tainable development, aid for population poli-
cies and programmes, north-south cooperation 
in the campaign against drugs and drug addic-
tion,  HIV I AIDS-related  operations  in  develop-
ing  countries  and  the  co-financing  of  NGOs. 
Actual  implementation of these  regulations in 
terms of projects began in  the second half of 
1997. 
410.  In  addition,  particular  efforts  were  made 
to  make  Community  policies  more  consistent 
and  to  implement  cooperation  projects  which 
encouraged the development and consolidation 
of democracy  and  the  rule  of law,  respect for 
human rights and fundamental freedoms. 
411.  Community  humanitarian  aid  combined 
with that provided by the Member States makes 
the  Union  the world's  largest humanitarian aid 
donor.  In  1997, the lion's share of that aid was 
earmarked for  displaced persons in the African 
Great  Lakes  region and the victims of the con-
flict  affecting  the  republics  of  former  Yu-
goslavia. 
P.  Trade policy 
412.  In  1997  the  European  Union  focused  ef-
forts  on a  number of essential activities,  all  of 
which were aimed at consolidating and strength-
ening the multilateral trading system. 
413.  The Union played a major role in the suc-
cessful  outcome  of  the  negotiations  on  basic 
telecommunications  services  and  information 
technology,  two  constantly  developing  hi-tech 
sectors  with  considerable  impact  on  economic 
growth. 
414.  Similarly,  the Union's contribution was es-
sential in ensuring that the 1995 WTO  financial 
services agreement, which was incomplete as to 
content  and  geographical  coverage,  was  re-
placed in  December 1997 by a  permanent, sub-
stantial,  balanced  agreement  based  on  full  re-
spect for the principle of non-discrimination. 
415.  The Union continued to take an active part 
in  all  WTO  proceedings  on  implementation  of 
the Uruguay Round  results, taking into account 
the additional guidance given by the Singapore 
Ministerial  Conference  in  December  1996.  It 
took a  leading role  in  WTO  discussions on the 
link between trade and the environment and was 
active in defence of the principle of greater re-
spect  for  core  labour  standards  recognised  as 
such by the international community. 
416.  Concerned at the  marginal  position occu-
pied by the least-developed countries (LDCs)  in 
world  trade  relations,  the  Union  had  a  major 
hand in the success of the high-level meeting for 
LDCs  held in Geneva at the end of October 1997 
with the aim of improving their integration into 
the  multilateral  trading  system.  More  particul-
arly,  the  Union  extended  the  main  features  of 
the  preferential  treatment  already  enjoyed  by 
LDCs  which are parties to the Lome  Convention 
to all other LDCs. 
417.  The  Union  gave  its  wholehearted support 
to  the  process for  the  accession of new  mem-
bers to the WTO and intends to continue playing 
a  leading role in facilitating the membership of 
the countries concerned in full  compliance with 
WTO  rules and on the basis of substantial com-
mitments with regard to market access. 
418.  Furthermore,  the Union  confirmed its full 
support for the WTO  dispute settlement system 
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conflicts and countering the harmful tendencies 
latent in unilateral measures. 
419.  The Union began the process of consider-
ing its intended strategy ahead of a  new round 
of negotiations on further trade liberalisation on 
a  multilateral  basis  in  the  WTO  in  compliance 
with the most-favoured-nation clause. 
420.  In  this connection, it continued as before 
to review the general framework of its trade pol-
icy.  A report on  the  development of the  trade 
policy  and  the  preferential  agreements  of  the 
Community  was  approved  by  the  European 
Council in this context. 
Q.  Relations with the OECD 
421.  The European Community and its Member 
States continued working to achieve progress in 
the  OECD  negotiations  on a  multilateral agree-
ment on investment (MAl). 
R.  Financial assistance to 
non-member countries 
422.  The  Council  adopted  a  further  decision 
providing  a  guarantee  from  the  Community 
budget  for  loans  by  the  European  Investment 
Bank (EIB)  for projects in non-member countries. 
The  overall  ceiling  of credits to be  guaranteed 
for a period of three years is  ECU  7  I 05  million 
(ECU  3  520  million  for  central  and  eastern 
Europe, ECU  2 310 million for the Mediterranean 
countries, ECU 900 million for Latin America and 
Asia and ECU  3 75  million for South Africa).  The 
EIB  was  asked  to  secure  private  guarantees  to 
cover the commercial risk on at least 2 5 % of all 
its lending outside the Community. 
423.  In  addition, macrofinancial assistance was 
granted  to  Georgia  and  Armenia  (loan  of 
ECU  170 million and budget subsidy of ECU  95 
million),  to  Bulgaria  (loan  of  ECU  250  million) 
and  to  the  Former Yugoslav  Republic  of Mace-
donia (FYROM)  (loan of ECU  40 million). Annual report on progress achieved 
by the European Union 
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I.  INTRODUCTION 
1.  The year 1998 was a  year of landmark de-
cisions for the future. The European Union (EU) 
committed itself to the most comprehensive en-
largement in its history and to launch the euro. 
A  wide  range  of  challenges  such  as  employ-
ment, Agenda 2000 and external relations were 
on the immediate agenda. The EU  therefore paid 
particular attention in its work to the key issues 
which will  shape the  Union  well  into the  next 
millennium.  The  focal  points were  (i)  prepara-
tion  for  the  introduction  of the  euro,  (ii)  em-
ployment,  (iii)  enlargement,  (iv)  Agenda  2000 
and  (v)  justice and  home  affairs.  At  the  same 
time,  the  Union's  bodies  pushed  ahead  with 
their work on (vi)  environmental protection and 
(vii)  completion of the internal market. Finally, 
great strides were  made with (viii)  implement-
ation  of  the  Amsterdam  Treaty,  (ix)  foreign 
affairs  and  the  challenges  which  the  new 
millennium will bring for Europe. 
2.  The Union proved itself a pole of stability in 
1998, the 50th anniversary of the adoption of the 
Universal  Declaration  of Human  Rights,  which 
constitutes a cornerstone in the edifice of Europe. 
An  historic agreement was reached in Belfast on 
10 April 1998 on peace in Northern Ireland. 
3.  In  1998,  the  Presidency  was  held  by  the 
United Kingdom and-for the first time since its 
accession to the European Union - by Austria. 
Meetings of the European Council were therefore 
held on 15 and 16 june 1998 in Cardiff and on 11 
and 12  December 1998 in Vienna.  Informal and 
extraordinary meetings of Heads of State or Gov-
ernment were held in Portschach and Brussels. 
II.  PREPARATIONS  FOR  THE  EURO 
4.  The year 1998 was marked by preparations 
for a smooth transition to the third stage of eco-
nomic and monetary union (EMU),  a milestone in 
the process of European integration. 
5.  On  3  May  1998,  the  Council  consisting of 
Heads of State or Government took the historic 
decision that 11  countries would  participate in 
the euro as from  1 january 1999. The  Member 
States  concerned are  Belgium,  Germany,  Spain, 
France,  Ireland,  Italy,  Luxembourg,  the  Nether-
lands,  Austria,  Portugal and  Finland.  The  deci-
sion was taken on the basis of reports from the 
Commission  and  the  European  Monetary  Insti-
tute  and  after  consulting  the  European  Parlia-
ment.  Furthermore,  the Council  noted the  sub-
stantial  progress  achieved  by  Greece  towards. 
meeting the convergence criteria. 
6.  On  31  December 1998, after consulting the 
European Central Bank,  the Council fixed  irrev-
ocably  the  conversion  rates  between  the  euro •  Progress achieved by the European Union  1998 • 
and the national currencies participating in EMU. 
As  from 1 January 1999, therefore, the euro be-
comes the  single currency for  the participating 
Member States. National currency units will con-
tinue  to  function  only as  subunits of the euro 
during  the  transitional  stage.  Euro  banknotes 
and coins will be put in circulation from 1 Janu-
ary 2002. Transition to the use of the euro in the 
Member States will be on an 'as you please basis' 
until 31  December 2001. 
7.  The  Heads  of State  or Government  of the 
Member States which adopted the euro,  on the 
basis  of  a  Council  recommendation  and  after 
consulting  the  European  Parliament  and  the 
European  Monetary  Institute,  reached  mutual 
agreement on the appointment of the members 
of the Executive  Board  of the European Central 
Bank. 
8.  The launching of the European Central Bank 
(ECB)  and the European System of Central Banks 
(ESCB)  on  1  june  terminated  the  work  of  the 
European Monetary Institute. As  from 1 january 
1999, the independent ECB  and the ESCB  are re-
sponsible for the common monetary policy with-
in the euro zone. The  coordinated reduction in 
interest rates by the national central banks with-
in  the euro zone before the euro actually came 
into force was the first step in this direction and 
a  token  of the  international  credibility  of the 
future single currency. 
9.  The  introduction  of  the  single  currency 
made it necessary to find a  formula for the ex-
ternal  representation  of the  Community as  re-
gards issues of particular relevance  to  EMU.  In 
Vienna,  the European Council agreed on the fol-
lowing  solutions:  the  President  of  the  Ecofin 
Council  or the President of the Euro  11  Group 
(where a  Member State that is  not participating 
in the euro zone holds the Presidency), assisted 
by the Commission in the capacity of providing 
assistance  to  the  President  of Ecofin/Euro  11, 
will  attend  meetings  of  the  G7  (Finance).  The 
European  Central  Bank  will  be  given  observer 
status on the Executive Board of the Internation-
al  Monetary Fund. 
10.  In order to take account of the special coor-
dination needs of Member States participating in 
the euro zone, the Euro 11  Group was created to 
discuss issues connected with their shared spe-
cific  responsibilities  for  the  single  currency. 
There will also be close economic and monetary 
interdependence, requiring coordination of eco-
nomic  policy,  with  those  Member  States which 
have  not adopted the euro:  they all  participate 
in the internal market. Matters of common inter-
est will be discussed by ministers of all Member 
States. 
11.  Responsibility  for  economic  policy  will, 
however, continue to lie with the Member States. 
The  full  benefit  of  economic  and  monetary 
union  for  all  Europe's  citizens  can  only  be 
achieved  by  a  common  strategy  on  economic 
policy  which  promotes  employment  through 
greater competitiveness and  economic  and  so-
cial  cohesion in an area of macroeconomic sta-
bility. The Member States therefore gave a com-
mitment to even more efficient coordination of 
their economic policies. 
12.  The Council now has a fully-fledged coordi-
nation  process  which  entails  both  monitoring 
and  surveillance  mechanisms  for  the  Stability 
and  Growth  Pact,  national  employment  action 
plans and structural policies in the markets for 
goods, services and capital. On  the basis of the 
subsidiarity principle, this takes account of the 
respective powers of the Member States and the 
Commission. 
13.  Additional  efforts  are,  however,  required in 
most  Member  States  in  order to  ensure compli-
ance with the Stability and Growth Pact's medium-
term  objective  of budgetary positions  close  to 
balance or in  surplus, because a  sound budget 
policy fosters low and stable inflationary expec-
tations and will  facilitate  the  task of monetary 
policy in maintaining price stability. 
14.  The  single  currency  will  lead  to  greater 
transparency  in  the  internal  market.  However, 
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of remaining distortions, including those related 
to  tax  systems. The  Council  addressed this  is-
sue.  On  the  basis  of  the  conclusions  of  the 
Ecofin  Council  of  1  December  1997  on  a  tax-
policy package,  the Commission submitted two 
proposals in 1998. One concerned a directive to 
ensure a  minimum of effective taxation on sav-
ings  income  in  the  form  of interest  payments 
within the Community. The other proposal con-
cerned a directive on a common system of taxa-
tion applicable to interest and royalty payments 
made between associated companies of different 
Member  States.  This  package  also  includes  a 
code  of conduct  for  business  taxation.  It  pro-
vides for a political commitment on the Member 
States  not  to  introduce  any  new  harmful  tax 
measures within the meaning of the criteria laid 
down in the code as well as to review and elimi-
nate  any  existing  harmful  measures.  Finally,  a 
Code of Conduct Group was established in 1998 
to  assess such tax  measures and  submit a  de-
tailed report at the end of 1999. 
Ill.  THE  CENTRAL  ROLE  OF  EMPLOYMENT AND  SOCIAL AFFAIRS 
15.  Employment  was  the  top  priority  of  the 
European  Union  in  1998.  It  will  continue to be 
one  of the  Union's  most  important  objectives. 
The  vigorous  and  credible  implementation  by 
the Member States of an economic policy aimed 
at achieving a  high  degree  of sustainable  eco-
nomic  convergence  in  the  Community  has  al-
ready yielded tangible  results.  In  1998,  for  ex-
ample,  it  proved possible to  create  1. 7  million 
jobs and bring down the unemployment rate to 
below  10 % for  the  first  time  in  six  years,  i.e. 
since 1992. 
16.  The  process launched at the special  meet-
ing  of the European Council  in  Luxembourg on 
20  and 21  November 1997 applying in advance 
the  employment  chapter  of  the  Amsterdam 
Treaty,  which  had  not  yet  entered  into  force, 
gathered political  momentum in  1998 and pro-
duced  its  first  results.  The  transparency  and 
political  profile  of the  debate  on  employment 
policy have risen in many Member States and at 
EU  level. Examination of the first national action 
plans  by the Commission has  enabled Member 
States  to  understand,  analyse  and  learn  from 
each other's policies. It  has also helped to foster 
a  greater sense of common concern among na-
tional governments in  the conduct of their em-
ployment policies. 
1  7.  The  employment  guidelines  laid  down  at 
the special summit of the European Council  in 
Luxembourg  were  incorporated  into  their  na-
tional  action  plans  by  all  Member  States.  The 
guidelines concentrate on the four pillars of em-
ployability,  entrepreneurship,  adaptability  and 
equal  opportunities.  The  national  action  plans 
have favoured an active and comprehensive ap-
proach  to  issues  such as  the  balance  between 
flexibility  and  security,  in-house  training,  reor-
ganisation of working time and flexible contract 
regulations.  Initial  steps  were  also  taken  not 
simply  to  react  to  immediate  problems  but to 
try to prevent them. 
18.  When  revising the national action plans for 
1998 and working out the  guidelines for  1999, 
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promotion of equal opportunities between men 
and women.  The  particular aims  laid  down in-
cluded making a reality of the concept of lifelong 
learning and supporting older workers and disad-
vantaged groups. 
19.  In  order  to  support  the  commitments  set 
out  in  the  national  action  plans,  the  Member 
States were urged, where appropriate, to define 
policies  and  set  themselves  additional  quanti-
fied  targets and  deadlines at national  level.  In 
order to achieve effective monitoring and evalu-
ation of measures at both national and Commu-
nity level, joint performance and policy indica-
tors  were  prepared.  These  indicators  will  be 
used for the first time as a basis for multilateral 
monitoring in  1999 in order to facilitate a com-
parison  of efforts  by  the  Member  States  (with 
particular reference to benchmarking and tried 
and tested practices). 
20.  The  European Council in Vienna on 11  and 
12  December  1998  stressed the good  progress 
made in combating unemployment in Europe. At 
the same time,  it emphasised that employment 
policy  had  to  be  embedded into a  comprehen-
sive  approach,  encompassing  macroeconomic 
policies  directed  towards  growth  and  stability, 
economic  reform  promoting  competitiveness, 
and the employment guidelines. Further efforts 
were  required to reinforce  the multilateral sur-
veillance of the implementation of the employ-
ment  guidelines.  It asked  for  a  report  on  the 
drawing-up  of  a  European  Employment  Pact 
within  the  framework  of  the  Luxembourg 
process  to  be  made  to  the  Cologne  European 
Council on 3 and 4 june 1999. 
21.  In the social field, the issue of employee in-
volvement in a European company was discussed. 
Considerable progress was achieved on this vital 
area.  In  the  light  of the  incorporation  of  the 
Agreement on Social  Policy into the Amsterdam 
Treaty  and  the  United  Kingdom  Government's 
statement accepting all directives adopted on the 
basis of the Agreement on Social Policy, directives 
were adopted to extend the directive on the bur-
den of proof in cases of sex discrimination and 
the  directive  on  part-time  work  to  the  United 
Kingdom  of Great Britain and Northern Ireland. 
Following the extension to the United Kingdom in 
199 7  of the  directives  on  the  European  works 
council and on parental leave, all the directives 
adopted on the basis of the Agreement on Social 
Policy will  also apply in the United Kingdom of 
Great Britain and Northern Ireland. 
IV.  ENLARGEMENT 
22.  Preparations continued in 1998 on the basis 
of the conclusions reached on the Luxembourg 
European  Council  for  a  quantum  leap  in  the 
process  of  European  integration:  the  enlarge-
ment of the Union offers Europe an historic op-
portunity of removing the gulf between east and 
west that has persisted for so many years. 
23.  In  this context,  the accession  process was 
launched on 30 March  1998 by a meeting of the 
ministers for  foreign  affairs of the  15  Member 
States of the European Union, the 10 central and 
east  European  applicant  States  and  Cyprus. 
Bilateral  accession  negotiations  were  opened 
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Hungary,  Poland,  Estonia,  the  Czech  Republic 
and Slovenia on 31  March  1998. On  10 Novem-
ber 1998, first  specific  negotiations at ministe-
rial level concerning the first chapters were ini-
tiated. Progress was  made with substantive ne-
gotiation and a number of concrete results were 
achieved. 
24.  On  the  basis  of the accession criteria laid 
down at the meetings of the European Council in 
Copenhagen  and  Madrid,  the  other  candidates 
for accession can also be included in the negoti-
ations.  In  this  perspective,  the  European  Com-
mission  has  submitted  in  the  second  half  of 
1998,  as  requested  by  the  Luxembourg  and 
Cardiff  European  Councils,  the  first  'regular 
progress report'. The Council noted, in the light 
of the reports, the particular progress made by 
Latvia and Lithuania as well as the new situation 
in  Slovakia following  the September 1998 elec-
tions.  It  also  noted  the  progress  made  by  Bul-
garia and the reform efforts being made by Ro-
mania. Malta reactivated its application for Euro-
pean  Union  membership  in  1998  opening  the 
way for the Commission updating its favourable 
opinion of 1993. 
25.  Priority has been given to stepping up the 
pre-accession strategy for the countries of east-
ern  and  central  Europe  and  the  specific  pre-
accession  strategy  for  Cyprus,  which  were  en-
dowed with the appropriate resources. The acces-
sion partnerships with each of the candidate coun-
tries of central and eastern Europe were agreed 
upon in March 1998. As  from 2000, two new pre-
accession instruments will be available. The bod-
ies set up under the association agreements play 
an important role in monitoring the adoption and 
implementation of the Community acquis. 
26.  Invitations  were  issued  for  meetings  on 
12  March  1998  in  London  and  on  6  October 
1998  in  Luxembourg  within  the  framework  of 
the  multilateral forum  of the  European confer-
ence  in  order  to  bring  together  the  Member 
States of the European Union and the European 
States aspiring to  accede  to  it  and  sharing its 
values and internal and external objectives. 
2 7.  The  Council  considered  that  the  European 
strategy to prepare Turkey for membership of the 
European Union was a good basis on which to de-
velop relations between the Union and this country. 
V.  AGENDA  2000: FIT  FOR  THE  FUTURE 
28.  Much of 1998 was devoted to Agenda 2000. 
A political agreement on that agenda during the 
German Presidency in the first half of 1999 was 
of fundamental importance for the future devel-
opment of the Union in the following years. The 
three objectives of the agenda were:  to  reform 
existing areas of Union  policy such as the com-
mon  agricultural  policy,  structural  policy  and 
cohesion  policy;  to  create  new  instruments  in 
order to cope with immediate challenges such as 
enlargement of the EU;  and to equip the Union 
with an appropriate financial framework. 
29.  In  some areas of Agenda 2000, the Council 
had  already  achieved  basic  agreement.  It  was 
generally  acknowledged  that,  through  greater 
concentration  of  assistance,  structural  policy 
should  be  made  more  efficient,  better  pro-
grammed and  coordinated.  There  would  there-
fore  in  future  be  fewer  mainstream  objectives 
and  Community  initiatives  to  be  financed  at 
Community level by the Structural Funds. 
30.  In  addition, the future financial  framework 
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The  financial  perspective  would  continue  to 
comprise the current six headings with the addi-
tion of a new Heading 7 and an 'enlargement re-
serve'.  Heading  7 would aim to achieve greater 
transparency about expenditure  by  setting out 
all  expenditure  relating  to  the  three  pre-
accession  instruments  (instrument  for  agricul-
ture,  instrument  for  structural  policies  (ISPA) 
and Phare, which is  mainly directed at environ-
mental  protection);  the  'enlargement  reserve' 
would  cover all  expenditure arising as a  result 
of  enlargement.  Ring-fencing  of  expenditure 
would  in  future  ensure  that  expenditure  re-
served for EU-15  cannot be used for expenditure 
arising from enlargement and vice versa. 
31.  There was  also agreement that the new fi-
nancial perspective should ensure strict budget-
ary  discipline  at  EU  level.  It  must,  however, 
ensure that the Union has sufficient resources at 
its disposal so that the orderly development of 
its various policies can guarantee solidarity and 
the ability to cope effectively with  the process 
of enlargement. 
32.  Guidelines  for  the  reform  of the  common 
agricultural policy were constituted by the princi-
ples established by the European Councils in Lux-
embourg  and  Cardiff.  These  specify  that  the 
model  of European  agriculture as an  economic 
sector  must  be  versatile,  environmentally 
friendly,  sustainable,  competitive  and  market-
oriented, and must spread throughout Europe. It 
must also be capable of strengthening rural areas, 
as well as conserving nature and the countryside. 
In addition it must be able to respond to consumer 
concerns and demands regarding food quality and 
safety and the safeguarding of animal welfare. 
VI.  AREA  OF  FREEDOM,  SECURITY AND JUSTICE 
33.  The  Member  States  made  progress  in  the 
field of justice and home affairs in  1998 with a 
view to making Europe an 'area of freedom, se-
curity and justice'. 
34.  In  the case of drugs policy,  the key objec-
tives of the future  EU  drugs strategy (2000-04) 
were established: the EU will be attacking on two 
fronts  here  with  measures  to  reduce  demand 
and action to combat organised crime, with par-
ticular reference to drug trafficking and money-
laundering. 
35.  As  all  Member  States  have  ratified  the 
Europol Convention, which entered into force on 
1 October 1998, the European Union  now has a 
further  instrument  of  police  cooperation  for 
combating  organised  crime.  In  addition,  the 
European judicial network has started to operate 
and constitutes a further component of a Europe 
characterised by security and the rule of law. 
36.  The Council also began to draw up a global 
strategy for asylum and migration. To that end a 
High-Level Working Group on Asylum and Migra-
tion was established. Another sign of progress is 
that the applicant countries have  become fully 
involved  in  work on justice and  home  affairs, 
with  particular  reference  to  combating  organ-
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VII.  ENVIRONMENTAL  PROTECTION  AND  SUSTAINABLE  DEVELOPMENT 
37.  An  important topic for  Europe's  citizens is 
environmental policy.  The  European Union  and 
its  Member  States  strove  towards  the  achieve-
ment of international obligations resulting from 
the  Framework Convention on Climate  and the 
Kyoto  Protocol  on global  climate  change.  They 
are  working  intensively  on  implementing  the 
Buenos  Aires  action  plan  and  are  continuing 
with  European  and  national  measures  to  cut 
emissions  of  greenhouse  gases.  By  reaching 
agreement on  the  Auto-Oil  package,  the  Euro-
pean Parliament and the Council adopted impor-
tant measures to reduce air  pollution by emis-
sions from motor vehicles. 
38.  When examining the fifth environmental ac-
tion  programme,  the  European  Parliament  and 
the Council adopted the decision on sustainable 
development.  The  Treaty  of Amsterdam  intro-
duced environmental protection and sustainable 
development  as  an  objective  of  the  Union  to 
have  an impact across all  Community policies. 
To  that end,  the  Commission  undertook,  when 
submitting new proposals for laws, also to eval-
uate  and  take  account  of  the  effects  of  the 
intended  measures  on  the  environment.  The 
Energy,  Agriculture,  and  Transport  Councils 
have  accordingly  already  produced  reports  on 
how not only economic and social but also envi-
ronmental aspects can be taken into account in 
the various areas of policy in the context of sus-
tainable development. 
39.  In  the context of the common agricultural 
policy and its reform, account was taken of con-
sumer wishes and the demands of environmental 
protection. The linkage between direct payments 
and environmental standards together with the 
development of direct encouragement for partic-
ularly  environmentally  friendly  economic  ap-
proaches should provide a contribution to this. 
40.  Firm action by the EU  at international level 
and in the World Trade Organisation (WTO) in par-
ticular will be decisive in ensuring that the meas-
ures adopted by the European Union for greater 
integration of environmental protection into agri-
culture do not constitute a handicap to European 
farmers vis-a-vis other trading partners. 
VIII.  THE  INTERNAL  MARKET  AS  THE  DRIVING  FORCE 
FOR  EMPLOYMENT 
41.  Completion of the internal market was also 
one of the European Union's main tasks in 1998. 
Only  by  encouraging  competitiveness  and  the 
fleshing-out of legal provisions can the internal 
market  function  in  a  way  which  ensures  that 
Europe's  citizens  reap  the  full  benefits  of the 
single market and the introduction of the euro. 
42.  Consequently, the action plan for the single 
market,  one of the key  concerns of the United 
Kingdom  and Austrian  Presidencies,  was  given 
considerable impetus with the aim of facilitating 
free  movement of goods within the EU,  increas-
ing  the  competitiveness  of  European  under-
takings,  in  particular  small  and  medium-sized •  Progress achieved by the European Union  1998 • 
enterprises, and  thereby creating employment. 
Particular  attention  was  also  paid  to  the  SLIM 
(simpler legislation for the internal market) pro-
gramme, which is  intended to simplify and im-
prove  internal  market legislation at both Com-
munity and national level.  In  the course of the 
year,  considerable progress was  made in  trans-
posing  European  directives  into  national  law. 
The internal market scoreboard proved a partic-
ularly useful instrument here for monitoring the 
progress made. 
43.  The  financial  services  sector is  of key  im-
portance as the driving force for growth and job 
creation and is facing particular challenges with 
the  introduction  of the  single  currency.  Initial 
steps have  been taken to  create a  single  finan-
cial market. 
44.  Consumer protection is  an important con-
cern  for  Europe's  citizens  and  of  key  impor-
tance  for  the functioning of the  internal  mar-
ket.  In  1998  the  Council  decided  on  a  new 
framework  programme  for  Community  meas-
ures  to  protect  consumers.  In  order  to  keep 
consumers  more  fully  informed,  a  regulation 
was  adopted that goods which contain geneti-
cally  modified  substances  are  to  be  more 
clearly labelled. 
45.  The Council decided on implementing pro-
visions for monitoring and control of State aid, 
in  order to  prevent distortions of the internal 
market.  In  addition,  the  Council  decided  on 
new rules for the granting of State aid to ship-
building. 
46.  In the field of energy, the directive on an in-
ternal  market  for  natural  gas,  representing  an 
annual  turnover of approximately  EUR  100 bil-
lion, was adopted in 1998. Together with the di-
rective on the internal electricity market, adopt-
ed  in 1996, this means that competition is  now 
gradually  introduced  into  these  strategic  mar-
kets.  The  agreement on  patents for  biotechno-
logical  inventions  was  also  very  important.  In 
the  field  of  telecommunications,  liberalisation 
continued. In  1998 a programme to promote the 
information society was also decided on.  In  the 
transport field,  the  Council  concentrated in  its 
work  on  charging  for  heavy  goods  vehicles 
(Eurovignette),  maritime safety (passenger ferry 
inspections) and aviation safety. 
47.  An  important  decision  aimed  at  ensuring 
the  competitiveness  of  Europe's  economy and 
maintaining  continuity  in  research  policy  was 
taken  with  the  adoption  of the  fifth  European 
Community framework programme of research, 
technological  development  and  demonstration 
and  the  adoption  of  the  fifth  framework  pro-
gramme of the European Atomic Energy Commu-
nity. The decision to reform or adopt EU  educa-
tion  and  youth  programmes  (Socrates  and 
Leonardo  da  Vinci)  also  represents  an  invest-
ment in the future. 
48.  Ensuring a high level of health protection in 
all Community policies is particularly important 
in  the context of the internal market for the ac-
ceptance of European integration by Europe's cit-
izens. The Council expressly welcomed the Com-
mission's  proposals  'on  the  development  of 
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IX.  IMPLEMENTATION  OF  THE  TREATY  OF  AMSTERDAM 
49.  The  Treaty of Amsterdam contains a  large 
number of new  provisions  modifying  both  the 
way  in  which  Union  bodies  function  and  its 
areas of policy. Preparations proceeded apace in 
1998 for  a  smooth transition as well  as to  en-
sure  the  full  application  of the  new  Treaty  on 
the  day  of its  entry into  force.  There  was  de-
tailed consideration of how to improve the way 
Union bodies function, with particular reference 
to  future  enlargement.  A  first  draft  was  pro-
duced of the  Statute for  Members  of the Euro-
pean Parliament.  It  was agreed that the number 
of Council formations should be reduced. At  the 
same  time,  the  General  Affairs  Council  took 
steps  to  improve  the  organisation  of its  work 
and establish more efficient procedures in order 
to devote more time to its horizontal functions. 
50.  The European Council in Vienna made clear 
the need to  embark on further institutional re-
forms at the Cologne Summit in June 1999. 
51.  Regarding the common foreign and security 
policy (CFSP),  there was progress in a number of 
areas. Preliminary work continued on establish-
ing  a  Policy  Planning  and  Early  Warning  Unit 
within the General Secretariat of the Council and 
on  appointing  the  new  Secretary-General  and 
High Representative for the CFSP. 
52.  The Union  has done important preliminary 
work aimed at ensuring a  smooth transition to 
the new rules in the field of justice and home af-
fairs.  A newly created horizontal Working  Party 
on Drugs is intended to ensure a consistent ap-
proach. The action plan to establish an area of 
freedom,  security  and  justice,  which  provides 
for  the  implementation  of  priority  measures 
within  the  next  two  years,  also  forms  part  of 
moves to improve cooperation between judicial 
and police authorities. 
53.  Preliminary  work  on  incorporating  the 
Schengen acquis into the framework of the Euro-
pean Union  is  in  progress. It  covers the alloca-
tion of a legal basis to the Schengen acquis and 
integration of the Schengen Information System 
and the Schengen Secretariat into the framework 
of the EU.  Progress was achieved in the negotia-
tions  with  Iceland  and  Norway  on  association 
with  the  implementation  and  further  develop-
ment of the Schengen acquis. 
54.  The  EU's  relations  with  the  Western  Euro-
pean  Union  (WEU)  were  further  developed,  as 
the Treaty of Amsterdam provides for enhanced 
cooperation.  At  the  same  time,  a  wide-ranging 
debate on a  common European policy on secu-
rity and defence was  launched with the aim of 
backing the CFSP with credible operational capa-
bilities and reinforcing European solidarity. The 
Franco-British  declaration  made  in  St  Malo  on 
4 December 1998 was an important contribution 
to this process. 
X.  EUROPE  AS  A GLOBAL  PLAYER 
55.  The  most  important  foreign  policy  issues 
were  the  Kosovo  crisis  and  the  Middle  East 
peace process. Particular attention was also paid 
to relations with Russia,  Ukraine and the newly 
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56.  In  Kosovo, the EU  endeavoured to initiate a 
dialogue between the two parties to the conflict 
with the aim of finding a  political solution that 
guarantees  far-reaching  autonomy  and  self-
government for  the  Kosovo  Albanians.  To  that 
end,  an  EU  Special  Envoy  was  appointed.  The 
adoption of a comprehensive Kosovo action plan 
for  refugees and displaced persons, which was 
endowed  with  EUR  50  million  by  the  Member 
States and the Union, was intended to help alle-
viate  the  humanitarian  crisis.  Pressure  on  the 
Federal  Republic  of Yugoslavia  to  give  way  in 
this  crisis  was  stepped  up  by  imposing  sanc-
tions on that country. The EU  has regularly kept 
under review its policy towards the countries of 
the region. 
57.  At  the same time,  steps were  taken to sta-
bilise the situation in former Yugoslavia as well 
as Albania deploying a broad range of EU  instru-
ments in  line with the regional approach in  or-
der to bring those States closer to the EU.  The 
Union  provided  the  OSCE  mission with a  large 
number of election observers for the elections in 
Bosnia and Herzegovina in September 1998. The 
Royaumont process was also continued with the 
aim  of  encouraging  stability  and  good  neigh-
bourliness  in  south-east  Europe.  Two  confer-
ences  were  held  and  a  number  of  projects 
launched. The cooperation agreement, which the 
Community  had  concluded  with  the  Former 
Yugoslav  Republic  of  Macedonia,  entered  into 
force on 1 January 1998. 
58.  The  revival  of  the  Middle  East  peace 
process in the form of the Wye  River memoran-
dum  received  significant  support  from  the 
Union in 1998. The EU  Special Envoy for the re-
gion  kept continual track of developments and 
exercised a positive influence. The fact that the 
Wye  River agreement was followed by a visit by 
the  Head  of  the  Palestine  National  Authority, 
Yasser  Arafat,  to  the  informal  meeting  of  EU 
Heads  of  State  or  Government  in  Portschach 
highlights the EU's  importance in this region. 
59.  In  relations  with  the  US,  the  transatlantic 
summit in  London  on  18  May  1998 achieved a 
breakthrough  in  respect  of  US  extra-territorial 
sanctions, in particular the Helms-Burton Act. In 
order to implement the  transatlantic  economic 
partnership, an action plan was drawn up. At the 
same time, the importance of furthering the de-
velopment of bilateral trade  relations with  the 
US within the framework of the multilateral trad-
ing system was reiterated. 
60.  The  EU's  contributions  to  the work of the 
World  Trade  Organisation  (WTO)  were  focused 
on  implementation  of  the  outcome  of  the 
Uruguay Round negotiations as well as prepara-
tion for a new round of negotiations. The Com-
munity was involved in a  number of controver-
sial  trade  matters,  e.g.  meat  treated  with  hor-
mones,  which  were  discussed  in  1998  by  the 
WTO  dispute settlement body. 
61.  After  many  years  of  negotiations  with 
Switzerland, political agreement was reached on 
7 December 1998 on the most important aspects 
of the sectoral agreements. 
62.  The  EU-Russia  Summit,  which was  held  in 
Vienna  on  2 7  October  1998,  focused  on  the 
EU-Russia partnership, refocusing Tacis, a com-
mitment  to  work  together  on  trade  and  econ-
omic reform, and strengthening efforts to tackle 
spent nuclear fuel  and nuclear waste  in  north-
west Russia. Additionally, a common strategy of 
the  EU  on Russia was  prepared for adoption in 
1999.  In  December,  the Council adopted an EU 
food-aid programme for the winter of 1998-99. 
63.  The difficult economic situation formed the 
background to the EU-Ukraine  Summit in  Octo-
ber 1998 and relations with the newly independ-
ent  States.  The  partnership  and  cooperation 
agreements  which  have  already  partly entered 
into force  constituted an important instrument 
for enhancing these relations. 
64.  Initial  discussions  in  the  context  of  the 
common foreign and security policy on common 
strategies for  Russia,  Ukraine,  the western Bal-
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for  in  the Treaty of Amsterdam,  have begun in 
1998.  These  common  strategies  should  add 
weight and coherence in all  aspects of the EU's 
external relations. 
65.  The Barcelona process, which concerns the 
Union's relations with Mediterranean third coun-
tries, was enhanced with the meeting of foreign 
ministers in Palermo on 3 and 4 June,  in  prep-
aration for the third Euro-Mediterranean Confer-
ence, to be held in Stuttgart in April  1999. The 
association agreement with Tunisia entered into 
force on 1 March 1998. 
66.  In  September 1998, the EU  and the African, 
Caribbean, and Pacific States (ACP)  started nego-
tiating their future relations after expiry of the 
Lome  IV  Convention  in  February  2000.  Central 
concerns for  a  post-Lome  Convention are  inter 
alia combating poverty,  strengthening  political 
dialogue,  broad  involvement  of  civil  society, 
promotion of sustainable development, and in-
clusion of the ACP countries in the world econo-
my,  as well as extension of regional cooperation 
between ACP  States. 
67.  In  1998  the  Union's  relations  with  South 
Africa  and  the  Southern  African  Development 
Community  (SADC)  gained  new  impetus.  Presi-
dent  Nelson  Mandela's  visit  to  the  European 
Summit in Cardiff and the EU-SADC  Conference 
in  December  1998  in  Vienna  were  important 
stages in this process. The appointment of an EU 
Special  Envoy  to  the  Great  Lakes  region  also 
demonstrates the EU's  active desire to establish 
peace  and  stability  by  seeking  a  political  sol-
ution  to  the  armed  conflict  in  the  Democratic 
Republic of the Congo. 
68.  Relations with the Asian States were devel-
oped further in 1998. The first EU-China Summit 
to be held concentrated on finding practical sol-
utions for  integrating that country into the in-
ternational community and the world economy. 
The ASEM  Summit on 3 and 4 April 1998 consti-
tuted an important contribution to  support for 
economic  reforms  to  deal  with  the  serious  re-
cession in these countries. 
69.  Relations with the States of Latin  America, 
and in  particular Mercosur,  were further devel-
oped  on  the  basis  of partnerships.  Ministerial 
meetings with the Rio  Group and the countries 
of Central America (San Jose XIV)  took place. Ne-
gotiations  with  Mexico  started for  a  free-trade 
area.  Additionally,  the  preparations  for  nego-
tiations  on association agreements  began with 
Mercosur and Chile. 
XI.  FUTURE  CHALLENGES 
70.  Despite the progress made in 1998, there is 
still  much to be done in order to make Europe 
fit  for  the  challenges  of the  new  millennium. 
Some  of the issues dealt with by recent  Presi-
dencies must be examined in greater detail. The 
European  Council  therefore  agreed  on  the  fol-
lowing 'Vienna strategy for Europe'. 
71.  In  order to promote employment, economic 
growth and stability, it is vitally important that 
national  action  plans  and  the  coordination  of 
economic  policies  be  implemented  systematic-
ally.  The  European Council  in Vienna  therefore 
instructed the Council to report to the Cologne 
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European Employment Pact,  investment in Euro-
pean  infrastructure  and  in  human  capital  and 
improvement  of  the  international  financial 
architecture. Tax  policy and coordination issues 
will be on the agenda for the Helsinki European 
Council. 
72.  In order to improve security and the quality 
of life, there will be a review at the special meet-
ing of the European Council in Tampere of imple-
mentation of the action plan on establishing an 
area of freedom, security and justice. There will 
also be consideration of the improvement of citi-
zens'  access  to  justice.  The  Working  Party  on 
Drugs will be submitting a report on future pro-
cedures. The Working Group on Asylum and Mi-
gration will  also be  preparing a  comprehensive 
report. With  the entry into force  of the Europol 
Convention and the start of Europol's activities, it 
is necessary to work on a strategy for greater pol-
ice cooperation in combating organised crime. 
73.  The topic of human rights will  be raised at 
the European Councils in  Helsinki and Cologne. 
In  order to  meet the  requirements  of environ-
mental protection and sustainable development, 
the European Council in  Helsinki will  be receiv-
ing comprehensive strategies for  the transport, 
energy  and  agriculture  sectors  including  a 
timetable for further measures and a set of indi-
cators. Other Council formations (development, 
internal market, and industry) are invited to act 
similarly. 
74.  The reform of policies and institutions will 
concentrate initially on achieving political agree-
ment on the Agenda 2000 package. A timetable 
will then be drawn up in Cologne for the institu-
tional  matters  still  unresolved  at  the  Govern-
mental Conference in Amsterdam. 
75.  The promotion of stability and well-being in 
Europe  requires  the  accession  negotiations  to 
continue at a dynamic rate and the submission of 
situation reports on the applicant countries in 
Helsinki. There will also be an examination of the 
new instruments of the common foreign and se-
curity policy (CFSP) following the entry into force 
of the Treaty of Amsterdam (High Representative, 
CFSP Policy Planning and Early Warning Unit, im-
proved  decision-taking  mechanisms).  Work  for 
common  strategies  for  Russia,  Ukraine,  the 
Mediterranean and the western Balkans  will  be 
continued.  The  European  security and  defence 
policy must also be further elaborated. Trade re-
lations with the US  must improve in order not to 
jeopardise the advantages of transatlantic trade. 
76.  On  the basis of these points, the European 
Council will,  at its meeting in Helsinki, adopt a 
'millennium  declaration'  on  the  Union's  priori-
ties for the years to come. Annual report on progress achieved 
by the European Union 
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The  European Union  entered into 1999 against 
the backdrop of an ambitious and wide-ranging 
set of tasks laid  down by the Vienna  European 
Council  in its 'Vienna  strategy for  Europe'.  The 
fact that those remits had to a large extent been 
fulfilled by the end of the year bears witness to 
the ability of the Union and its institutions, work-
ing in close cooperation, to rise to the challenges 
confronting it both internally and externally and 
moreover demonstrates once again that simulta-
neous deepening and widening of the Union are 
not mutually exclusive.  In  1999,  the Union  ap-
proved the set of measures making up the Agenda 
2000 package, agreed the remit and timing of the 
next Intergovernmental Conference and took var-
ious steps to reform the functioning of its institu-
tions. Substantial advances were  made towards 
enhancing the common foreign and security pol-
icy, in particular as regards the forging of a com-
mon  security and  defence  policy,  and  towards 
creating an 'area of freedom, security and justice'. 
Particular attention continued to be paid to the 
question of employment and growth, and, finally, 
historic decisions were taken which should in due 
course lead to the membership of the Union al-
most doubling. 
Overall agreeme~t  on the various elements of the 
Agenda 2000 package was reached at the Berlin 
European Council at the end of March  1999, the 
Union thereby equipping itself with more effec-
tive  policies and the financial  means to  imple-
ment them. By approving a number of policy re-
forms, in particular in the areas of structural pol-
icy and agriculture, the Union ensured that those 
policies would continue to play their role of pro-
moting  economic  and  social  cohesion  and  a 
multi-functional,  sustainable,  competitive  and 
Europe-wide agricultural sector. This would take 
place within a medium-term financial framework 
(2000-06)  characterised  by  the  same  sort  of 
budgetary rigour and limits on expenditure asap-
plied at the national level and which,  moreover, 
would make provision for expenditure relating to 
the accession of new Member States which, it was 
clear, would occur during the period covered. The 
policy reforms themselves consisted,  in agricul-
ture, of proceeding further along the path of re-
ducing market support prices and compensating 
for this by increasing direct aid payments, the ob-
jective being a stabilisation of agricultural expend-
iture in real terms. The structural policy reforms 
were aimed at achieving greater concentration of 
structural  assistance,  improving  the  financial 
management of the Structural Funds and simpli-
fying  their  operation  and  administration.  The 
overall allocation foreseen for  combined Struc-
tural and Cohesion Fund spending was intended 
to enable the Union to maintain the current aver-
age aid intensity levels. On the revenue side, the 
application of these policy reforms and a rigorous 
approach to spending in the other areas covered 
by the financial framework will allow the Union's 
own resources ceiling to remain unchanged, over 
the next period, at its current level of 1.27% of EU 
GOP. This unchanged ceiling is, however, to be ac-
companied by a number of changes designed to 
improve the equity of the own-resources system 
by,  on the one hand, bringing contributions fur-
ther into line with national GNP and, on the other, 
taking account of the special situation in which a 
number  of  Member  States  found  themselves. 
Thanks  to  exemplary  cooperation  between  the 
European Parliament and the  Council  it  proved 
possible to transpose the expenditure aspects of 
the Berlin Agreement into regulatory texts and a 
new  interinstitutional  agreement  on  budgetary 
discipline before the summer break. 
With  the  medium-term  financial  framework  -
including  provision  for  future  accession  - in 
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taking the first steps on the road towards ensur-
ing that the Union's institutions would, through 
a resolution of the institutional issues left open 
at the Amsterdam European Council, be in a po-
sition  to continue  to  work efficiently after en-
largement.  It  was  consequently  agreed  at  the 
Cologne European Council in june 1999 that the 
brief of the Intergovernmental Conference to 
be convened early in  2000 would comprise the 
size  and  composition  of  the  Commission,  the 
weighting of votes in the Council, and the pos-
sible  extension  of qualified  majority voting  in 
the Council  as well  as  other necessary amend-
ments to the Treaties arising as regards the Eu-
ropean  institutions  in  connection  with  these 
three  issues  and  in  implementing  the Amster-
dam Treaty,  which entered into force  on 1 May 
1999. Meeting in Helsinki in December 1999, the 
European Council  clarified this remit by noting 
that the incoming Portuguese Presidency might 
propose  additional  items  to  be  taken  on  the 
agenda of the conference and furthermore indi-
cated  that  the  conference  would  be  officially 
convened in early February 2000. It  also gave a 
firm  political  commitment  that  every  effort 
would  be  made  to  complete the  conference by 
December 2000 so that, after ratification of the 
results, the Union should be in a position towel-
come new Member States from the end of 2002 
as soon as they have demonstrated their ability 
to  assume  the  obligations  of membership  and 
once the negotiating process has been success-
fully completed. 
In  parallel to the decision on the next Intergov-
ernmental Conference on institutional modifica-
tion to the Treaties,  the Union also launched a 
process  intended  to  reform and  make  more 
effective the functioning of the institutions 
without  modifying the  Treaties. As  regards 
the  Council,  a  realisation  that  substantial 
changes  in  the  Council's  working  methods, 
phased  in  as  from  now,  were  essential,  if  the 
scale of the coming enlargements coupled with 
the wider scope of the Union's  action were  not 
to  slow the  Council  down  and  ultimately  even 
paralyse it, led the Helsinki European Council to 
adopt a  series of operational recommendations 
designed  to  ensure  that  the  Council  could 
smoothly  accommodate  a  larger  membership. 
The reform process started within the Commis-
sion  had  rather  different  origins  and,  conse-
quently,  different  objectives,  the  aim  being  to 
improve  financial  and  personnel  management 
and foster higher standards of efficiency, trans-
parency and accountability. A number of opera-
tional decisions were already taken by the new 
Commission in September 1999. At  its Helsinki 
meeting, the European Council, noting the Com-
mission's  intention to present a  comprehensive 
programme  of  administrative  reform  in  early 
2000,  called  for  the  rapid  implementation  of 
those  reforms.  The  setting-up  of a  new,  inde-
pendent  European  Anti-Fraud  Office  with  wide 
powers, operational as from 1 june 1999, should 
also be seen as part of the Union's determination 
to improve its functioning and its image among 
the citizens. As  far as conferring implementing 
powers  on  the  Commission  pursuant  to  Arti-
cle 202 of the Treaty was concerned, the Council 
adopted a  new decision on 'comitology' in june 
1999. 
The  entry into  force  of the  Amsterdam Treaty 
provided new scope for further enhancement of 
the  Union's  common  foreign  and  security 
policy, which continued to be tested in a variety 
of  situations  and  areas  across  the  globe.  In 
1999, against the background of the experiences 
of Bosnia  and  Kosovo,  considerable  effort was 
devoted to carrying forward work on the devel-
opment of the Union's military and non-military 
crisis management capability with the objective 
of a  strengthened and credible common Euro-
pean policy on security and defence. At  its 
meeting in  Helsinki,  the  European  Council  un-
derlined  its  determination  to  develop  an  au-
tonomous capacity to take decisions and, where 
NATO as a whole was not engaged, to launch .and 
conduct EU-led  operations in response to inter-
national crises. In  furtherance of this objective, 
it agreed on a 'common European headline goal' 
for  a  readily deployable  military capability,  on 
the new political and military bodies and struc-
tures to be established within the Council to en-
sure  political  guidance  and  strategic  direction 
(including on the interim bodies to be set up as 
of March  2000),  and on the  principles for  con-
sulting and  cooperating with  non-European  al-
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non-military  capabilities  in  the  area  of  crisis 
management  were  also  agreed,  as  was  a 
timetable  for  carrying  forward  work  on  all  of 
these issues. Europe's foreign policy gained fur-
ther visibility through the appointment of Javier 
Solana as the first High Representative for the 
common foreign and security policy (and Secre-
tary-General  of the  Council).  In  his  first  three 
months in office the High Representative made a 
substantial  contribution  to  various  aspects  of 
CFSP  activity.  Making  use  of another policy  in-
strument created by the Amsterdam Treaty,  the 
European Council adopted common strategies 
on two countries - Russia and Ukraine - whose 
strategic importance is  set to increase as direct 
neighbours  of a  future  Union  enlarged  to  the 
east. Work was also set in hand on further com-
mon strategies on the Mediterranean region and 
the western Balkans. 
Accession  negotiations with Cyprus,  the  Czech 
Republic, Estonia, Hungary, Poland and Slovenia 
gathered  further  momentum  in  1999,  with 
around three quarters of the so-called 'negotiat-
ing chapters' having been opened by the end of 
the  year,  and  roughly  a  third  provisionally 
closed.  At  its  Helsinki  meeting,  the  European 
Council  reaffirmed  the  inclusive  nature  of the 
accession process which, with the decision to 
open  association  negotiations  with  Romania, 
Slovakia, Latvia, Lithuania, Bulgaria and Malta in 
February  2000  and  with  the  recognition  of 
Turkey as a candidate State destined to join the 
Union  on the  basis of the  same criteria as ap-
plied  to  the  other candidate  States,  now  com-
prised  13  candidate  States  within  a  single 
framework.  In  so  doing,  the  European  Council 
stressed the principle of peaceful settlement of 
disputes in accordance with the United  Nations 
Charter  and  urged  candidate  States  to  make 
every effort to  resolve  any outstanding border 
disputes  and  other  related  issues.  Failing  this 
they should within a  reasonable time bring the 
dispute to the International Court of justice. The 
European Council declared that it would review 
the  situation  relating  to  any  outstanding  dis-
putes,  in  particular  concerning  the  repercus-
sions on the accession process and in  order to 
promote  their  settlement  through  the  Inter-
national Court of justice, at the latest by the end 
of 2004. The  European Council  furthermore re-
called that compliance with the political criteria 
laid down at the Copenhagen European Council 
was a prerequisite for opening negotiations and 
that compliance with all the Copenhagen criteria 
was the basis for accession to the Union. As  far 
as Cyprus was concerned, the European Council 
underlined that a  political settlement would fa-
cilitate the accession of that country. If no  set-
tlement had been reached by the completion of 
accession negotiations, the Council's decision on 
accession would  be  made without this being a 
precondition. In  this the Council would take ac-
count of all  relevant factors. A European Union 
with  almost  30  members  and  a  population  of 
over 500 million (twice that of the United States 
and four times that of Japan) is now in prospect. 
This will  not only profoundly alter the political 
and economic landscape of the continent but al-
so have major implications for the Union's  rela-
tions with the rest of the world. 
The Union did not, in 1999, leave to one side is-
sues  of direct  concern  to  the  citizens  in 
their everyday lives. Justice and home affairs 
were moving to the top of the political agenda, 
as  citizens  perceived  that the  benefits of free-
dom,  including freedom of movement, were di-
minished  by  phenomena  such  as  illegal  immi-
gration and serious crime, unless they were en-
joyed within a genuine area of justice accessible 
to  all.  The  entry into  force  of the Amsterdam 
Treaty also offered  new  possibilities for  action 
in this area. It was against this background that 
the European Council  held a  special meeting in 
Tampere in October 1999 dedicated exclusively 
to  establishing  a  comprehensive  set  of  policy 
orientations and priorities (the '10 milestones of 
Tampere')  intended to  develop the Union  as an 
area of freedom, justice and security. The 
policy orientations agreed consisted, firstly, in a 
call for the development of a common European 
Union asylum and migration policy, encompass-
ing the notion of partnership with countries of 
origin, a common European asylum system, fair 
treatment  of legally  resident  third-country  na-
tionals  and  more  efficient  management of mi-
gration flows  at all  their stages. Secondly,  they 
called for measures to bring about better access 
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judicial  decisions  and  greater  convergence  in 
civil  law;  and,  thirdly,  they urged  measures to 
step up police, judicial and administration coop-
eration  in  the  fight  against  serious  organised 
and  transnational  crime.  An  important  further 
element of the agreement was that progress to-
wards implementation and meeting the various 
deadlines should be  monitored and kept under 
constant review, with the Commission being in-
vited  to  make  a  proposal  for  an  appropriate 
scoreboard  for  that  purpose.  Separately,  the 
European Council established a body - in which 
the  European  Parliament  and  national  parlia-
ments are called on to play an important role in 
cooperation with personal representatives of the 
Heads of State or Government and of the Presi-
dent of the Commission - charged with drawing 
up a draft Charter of Fundamental Rights of 
the  European  Union  by  December  2000.  This 
body held its inaugural meeting in December. 
Higher employment and job creation,  seen 
as  the  key  to  greater economic  welfare,  social 
justice  and  cohesion,  continued  to  be  among 
Europe's  top  objectives.  To  this  end,  further 
steps  were  taken  to  create  the  conditions  de-
signed  to  improve  the  competitiveness  of the 
European  economy  by  developing  further  the 
single  market,  exploiting fully  the potential of 
information  and  communication  technologies, 
boosting  investment  in  innovation,  human  re-
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sources and  infrastructure and  enhancing eco-
nomic  policy  coordination.  The  objective  of 
higher employment and job creation was in par-
ticular  given  concrete  expression  through  the 
adoption by the European Council in Cologne of 
a European Employment Pact aimed at a sus-
tainable  reduction of unemployment.  The  pact 
brings  together  the  coordinated  employment 
strategy  of  the  Luxembourg  process  and  the 
comprehensive economic reforms of the Cardiff 
process and calls for their further development 
and better implementation. At  the same time, it 
establishes  a  new  macroeconomic  dialogue  at 
Community level between all relevant policy ac-
tors,  aimed  at  encouraging  an  effective,  bal-
anced and consistent policy mix geared to non-
inflationary, job-creating growth (to be known as 
the  Cologne  process).  The  year  1999 also  saw 
the first formal use of the new Treaty provisions 
on employment, with the adoption by the Coun-
cil  of recommendations to the individual Mem-
ber States  on  the  implementation of their em-
ployment  policies  representing  an  important 
step forward in the process of developing a co-
ordinated strategy in this area. 
Much work remains to be done in the areas set 
out above, as well as in other spheres of activity. 
The  European  Council  is  confident  that  the 
Union,  building on the solid  progress achieved 
in 1999, will  prove equal to the challenge. 
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